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R A D I O S H A C K  C O R P O R AT I O N :  
Based in Fort Worth, Texas, RadioShack (NYSE: 

RSH) is the nation’s most trusted consumer 

electronics specialty retailer and a growing provider 

of a variety of retail support services. The company 

operates through a vast network of over 7,000 sales 

outlets, including company-owned stores in the 

U.S., dealer stores, stores in Mexico, and kiosks. 

RadioShack’s knowledgeable and helpful sales 

associates deliver convenient product and service 

solutions within an estimated fi ve minutes of where 

94 percent of all Americans either live or work. 

To learn more about RadioShack products and 

services or to purchase items online, please visit 

www.radioshack.com 

Statements made in this annual report, which 

are forward-looking statements, involve risks and 

uncertainties about the fi nancial condition and 

prospects of RadioShack Corporation. For more 

information, please see page 32, Factors That 

May Affect Future Results.

S O L U T I O N S  S T R AT E G Y:  

To dominate cost-effective solutions to meet 

everyone’s routine electronics needs and families’ 

distinct electronics wants.



...what you want.

As individuals, we all have things that we want and need, each  

according to our particular perspective. Customer or investor,  

neighbor or business partner, helping you get what you want and 

need is our driving passion. Over the next few pages, we’ll show  

you how we’re working to make that happen from the perspective  

of those who know us best. Welcome to our way of doing business. 

LEONARD H .  ROBERTS  C H A I R M A N  A N D  C H I E F  E X E C U T I V E  O F F I C E R



So we looked at how we do what we  

do for customers – ease of checkout, hassle-

free returns, interactive product displays, 

knowledgeable sales help, total store image,  

and lots of behind-the-scenes processes.  

And we jump-started three synchronized 

performance improvement initiatives that will 

align assortment, environment and people in  

lock-step, lifting all to a higher level.  

Our store managers asked for more innovative and creative 

products. So we’re combining new products and a new store 

environment with enhanced people training to create a uniquely 

superior customer experience.

Product assortment and price are hugely important, of course,  

but customers want more. They want a total experience: more 

innovative products, attractively displayed in a fresh store 

environment, supported by helpful store associates who know  

their stuff backward and forward. 
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what they want.

Assortment – We’re rationalizing our product selection, improving 

our brand strategy, and partnering with innovative companies to  

offer a more compelling mix of today’s hot electronics products. We 

want to solve problems that consumers don’t even know they have 

… until they’re presented with a solution they can’t live without. 

Environment – We’re aggressively rolling out hundreds of revitalized 

new clutter-free stores over the next few years, rich in vibrant color 

and logically organized.

People – We’re investing in more technology  

and training to make sure that every sales 

associate and store manager has the knowledge 

and expertise to take care of customers the  

right way – first time, every time. 

In short we’re offering fast, easy answers, every 

time, every day, in every store, for everyone, 

everywhere. 
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a little help.
What I want is...

 We’re leaning into what today’s customers desire – convenience, 

mobility, wireless convergence, content-sharing technologies and 

power products that fuel the on-the-go life – with all the accessories 

that make everything look and work better.

Customers want convenient solutions right in their neighborhood, 

or close to where they work ... preferably both. With more than 

7,000 convenient locations across America, there’s a handy 

RadioShack store right around the corner. Best of all is what’s inside 

– knowledgeable store teams explaining the latest technologies in  

down-to-earth language. 
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accessories, for example, handily solve the twin issues of hands-free 

simplicity and personal style across the entire wireless spectrum. 

SiriusTM satellite radio has hundreds of crystal-clear digital 

programming choices for every imaginable audience – at home, in  

the car or online. And the HP-branded iPod is a “gotta-have” product.  

Explaining to customers how they can get every last ounce of 

performance from every feature of every product just comes with the 

territory for us. We do it because we want customers to be happy 

with the solutions they want and need. It’s been our promise for 

years. It’s a promise we intend to keep.

That’s important, because nobody wants 

technology that’s impossible to understand. 

No matter where life leads, customers want 

ease, simplicity and performance from their 

wireless phones, PDAs, digital cameras, 

laptops and media players. 

At RadioShack, we understand what 

customers want. That’s why we offer a 

constantly evolving selection of the latest 

technologies. Motorola’s Bluetooth® enabled 
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more opportunity.

iGo-branded products. But the benefits from our partnership  

reach further. In return for giving Mobility thousands of distribution 

points for their products, RadioShack benefits financially when 

Mobility products are sold through various other channels, not  

just through RadioShack stores. It’s a win-win for RadioShack  

and Mobility. 

Framing innovative agreements around intellectual property 

rights, equity positions, patent rights or licensing assures each  

party’s best interests and is an effective way to partner. By jointly 

What I want is...

Together with our business partners, we identified 

how we can drive improved bottom-line results.

We’re jointly entering under-penetrated 

markets with the goal of driving adoption rates 

for new technologies by engaging in strategic 

alliances with original equipment manufacturers. 

Consider our partnership with Mobility 

Electronics. We’re seeing good sales gains in our 

stores from power devices through their line of 

6       2004  Annual Report



addressing marketplace opportunities, we’ll serve 

our customers better than ever. 

But we’re not stopping there. With Monster 

Cable as our marketing partner, we can provide 

complete performance-based solutions to our 

customers. We’ve recently provided all our store 

teams with Monster-specific training to bring a 

new dimension to our accessory sales. Our rapport 

with Monster Cable brings credibility to our 

stores and underscores our commitment to building relationships 

for innovative customer solutions.

Speaking of relationships, we’re also pursuing opportunities 

with overseas retailers who would love to have RadioShack-branded 

products on their shelves. And we’ll get increased exposure and 

revenue without hurting our home store base. 

Partner and customer relationships are at the center of who we 

are, now and in the years to come. And strong relationships add up  

to one thing – OPPORTUNITY. 
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  a neighborly neighbor.
What I want is...

Who says a company can’t be a good neighbor, too? 

RadioShack invests in programs that can make a difference in 

the communities where our employees and customers live and work 

– United Way (local and national), SIFE (Students in Free Enterprise), 

and with our own Neighborhood Answers Grants and matching gifts.

 We’re cultivating relationships with diverse suppliers, vendors 

and partners to ensure equal opportunity in our workplace and 

in our business dealings – through the BOLD Initiative (Business 

Opportunities for Leadership Diversity) and “Head, Heart, Hands” 

holistic diversity awareness training.

We’re dedicated to improving the environment through our 

rechargeable battery recycling program and our company recycling 
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StreetSentz child ID kits and helping identify 

appropriate local, non-profit organizations that 

could benefit from our Neighborhood Answers 

Grants program. Additionally, RadioShack is the 

largest retail partner in the ADAM fax system, 

displaying prominent identification posters 

in community stores where a child has been 

reported missing.

 At RadioShack, we live where YOU live.  

As your neighbors, we believe that doing what’s 

right for the community is simply the neighborly 

thing to do.

program. And at our new Riverfront Campus headquarters in 

Fort Worth, Texas, we’ve applied for Leadership in Energy and 

Environmental Design (LEED) certification from the U.S. Green 

Building Council.

We’re also building on the partnership we established in 2003 

with the National Center for Missing & Exploited Children to create 

“StreetSentz®: Common Sentz Tips for Safer Kidz.” This alliance  

is about education: preventing abduction, violence, and exploitation  

of children. StreetSentz provides parents and guardians across  

the country with information about keeping their children safe.

 In 2004, RadioShack stores across the country became  

goodwill ambassadors within their communities by distributing free  
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a better assortment of innovative products. 

We’re giving our people more training to stay on 

top of the latest technology trends. And we’re 

aggressively rolling out a new store format.

The cornerstone of our close-to-core channel 

opportunities is “retail services.” One example 

of retail services is our partnership with Sprint 

to run kiosks that are entirely branded as Sprint 

and carry the full assortment of Sprint phones. 

Our investors asked us to clearly define how we expect to grow. 

Our answer: give customers what they want, when, where and  

how they want it. And what today’s customers demand are solutions. 

That’s why RadioShack works to bring timely solutions to customers 

through its core and close-to-core businesses. 

Core channels include our nearly 7,000 company-operated and 

dealer stores plus our dot.com presence. Core performance depends  

on the convergence of three interrelated elements to grow the sweet 

spot of success: assortment, people and environment. We’re seeking  

a clear plan.
What I want is...
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RadioShack handles everything – kiosk development, implementation, 

day-to-day operations and maintenance. The customer sees Sprint and 

nothing else. But the retail expertise is all RadioShack. In return, we 

share profits with Sprint. We expect to develop, deploy and operate 

Sprint-branded kiosks in about 200 of the nation’s leading shopping 

malls in 2005, and we plan a total of 500 by the end of 2007. 

SAM’S CLUB stores are another example of retail services. By 

acquiring selected assets from a wireless distributor and contracting 

with SAM’S CLUB stores, we added more than 500 wireless kiosks and 

0 V E R  T H E  N E X T  3  Y E A R S :  

Better product assortment, better trained people  

and upgraded store environments converge  

to benefit store performance.

E N V I R O N M E N T

P E O P L E

A S S O R T M E N T

E N V I R O N M E N T

P E O P L E

A S S O R T M E N T

G E O G R A P H I C  E X PA N S I O N

3 R D  PA R T Y  R E TA I L  /  O E M

R E TA I L  S E R V I C E S

L E V E R A G I N G  O U R  R E TA I L  E X P E R I E N C E

- Retail services: wireless repair, kiosk operations, global sourcing

- Third-party original equipment manufacturer (OEM) retailing

- Expanding store base in Mexico

increased our wireless market share nationwide.

Is there any reason for us not to sell other 

technology products this way? Not at all. The 

partnership opportunities here are vast. Lots  

of great brands would love more doors through  

which to sell their technology.

So whether it’s core or close-to-core, the 

potential comes down to this: Opportunity.  

And with opportunity comes growth. 
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2 0 0 4

1 8 %

2 0 0 3

2 2 %

What I want are...

50 basis points. SG&A expenses were up just 

2%. Combined with the impact of our aggressive 

stock repurchase program, our favorable operating 

results helped generate earnings per share of 

$2.08, an increase of 18% over the prior year.

Once again, wireless was at the heart of our 

growth. Wireless platform sales increased 22% in 

2004 due to our formidable selection, marketing 

promotions, and outstanding associate execution.  

Our wireless sales also benefi ted from favorable 

industry trends, such as the continuing rollout of 

innovative handsets that intrigue customers and

Our investors asked how we delivered favorable fi nancial results 

in 2004 and how we expect to continue to do so. 

Early in 2004, we said that RadioShack’s earnings expansion 

for the year would come from sources similar to those of 2003.  

That is, we expected to see modest sales growth and gross 

margin expansion. And we delivered precisely as we predicted. 

Even better, we leveraged Selling, General & Administrative 

(SG&A) expenses more effectively than at any time since 2000.

As a result, RadioShack expanded operating income in 

2004 to 11.5% of sales, up 110 basis points over the prior year.  

This fi nancial metric suggests that we truly ran the business 

better in 2004.  Sales climbed 4%. Gross margin increased by 

C O M PA R A B L E  

S T O R E  S A L E S  G R O W T H

2 0 0 4

8 %

2 0 0 4

4 %

2 0 0 3

2 %

2 0 0 4

3 %

2 0 0 3

2 %

T O TA L  S H A R E H O L D E R  R E T U R N

T O TA L  S A L E S  G R O W T H

  strong numbers.

G R O S S  M A R G I N

2 0 0 4

5 0 . 3 %

2 0 0 3

4 9 . 8 %

2 0 0 3

6 5 %

E A R N I N G S  P E R  S H A R E  G R O W T H
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keep average selling prices stable. Also, the number of subscribers rose 

while average revenue per user remained steady. In other words, more 

people joined the Verizon and Sprint networks and collectively spent 

just as much per person as before. That trend had great implications for 

our residual model – a form of compensation we receive based on the 

spending of subscribers to whom we sold handsets.

Digital imaging became an important sales driver for us as well.  

Though not extremely large, the business grew extremely fast. In 

just two years, digital imaging has grown from virtually nothing at 

RadioShack to a business in excess of $100 million. We’ve grown this 

business by putting our resources to work: display space, advertising, 

and training. Digital imaging is a great fit for RadioShack because it’s 

an emerging consumer electronics business  

whose products are small in size, necessitate 

answers, and require accessories.

Many other categories, such as home 

networking, power products, MP3 players,  

and satellite radio, also contributed to our  

strong 2004 financial results. Categories  

that delivered less than satisfactory results 

included home entertainment, gifts, toys,  

and technical parts. To deliver favorable  

results again in 2005, we intend to improve  

how we go to market in these areas.
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In 2005, RadioShack will continue delivering timely solutions through our two main 

business channels: core channels, which include our company and dealer stores and 

our dot.com presence, and close-to-core channels such as overseas third-party retailers, 

expanded store counts in Mexico and, as mentioned previously, retail services. 

Earnings growth is expected to decelerate from the prior year due primarily to a slowdown 

in our wireless business in our core stores. Factors related to pricing pressure and the 

product technology cycle are mainly responsible for the wireless slowdown. 

From a channel perspective, most of our 2005 earnings are anticipated to come  

from our core stores. We expect additional, though smaller, earnings contributions  

from our dealer store network, Sprint-branded kiosks, wireless repair center, and  

dot.com channels.

From a merchandise perspective, we anticipate respectable numbers out of most 

categories that did well in 2004. We will also continue to rationalize product lines,  

starting with weaker performing categories. We will devote more in-store space to  

the categories our customers expect us to be in. We’ll also examine, on a category- 

by-category basis, whether consumers value brands. Where they do, we’ll have  

compelling brand selections; where they don’t and prefer to buy solely on price,  

we will be competitive, too.

the bottom line.
What everyone wants is...
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From a store operations perspective, we expect to see contributions from the rollout  

of 13 identified and tested standard operating procedures that we believe we should  

be executing with more effectiveness. Doing the little things better in each store  

makes us more efficient, with better in-stock positions, and more sales-ready across  

the entire network. We also expect to have a much more sophisticated labor scheduling 

system in place that will allow us to provide better customer service and invest our  

labor dollars more wisely.

RadioShack associates nationwide are hard at work to deliver financial returns to you,  

our stakeholders, in 2005.

Sincerely,

L E O N A R D  H .  R O B E R T S  C H A I R M A N  A N D  C H I E F  E X E C U T I V E  O F F I C E R  

LEONARD ROBERTS Chairman & Chief Executive Officer, DAVID EDMONDSON President & Chief Executive Officer - Elect
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Company-Operated Stores  5,046

Kiosks    599 

Dealer/Franchise Stores 1,788 

Other:  - Service Centers  16 

 - Manufacturing Facilities  4 

 - radioshack.com

Based on 2004 Sales as of 12/31

 93% Company-Operated Stores 

 1% Kiosks  

 6% Dealer & Other 
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RadioShack Corporation

RadioShack Store Count by RegionChannels

RadioShack’s geographic distribution channel 

is one of our core strengths, unmatched by 

any other electronics retailer and by only a few 

other chains in any category.

DOMINANT MARKETING AREAS STORES, DEALERS & KIOSKS

1 New York City 397
2 Los Angeles 328
3 Chicago 196
4 Philadelphia 184
5 Dallas-Fort Worth 176
6 Washington DC  147
7 Houston 146
8 Boston  140
9 San Francisco-Oakland-San Jose 133
10 Atlanta 130
11 Denver 116
12 Seattle Tacoma 105
13 Cleveland 104
14 Phoenix 103
15 Minneapolis-St. Paul 103
16 Detroit 93
17 Miami-Ft. Lauderdale 89
18 Tampa-St. Petersburg 88
19 Pittsburgh 85
20 Sacramento-Stockton-Modesto 82
21 St. Louis 77
22 Orlando-Daytona Beach-Melbourne 75
23 Salt Lake City 68
24 Portland, Oregon 66
25 Indianapolis 65
26 Hartford-New Haven 61
27 Raleigh-Durham 60
28 Nashville 58
29 Cincinnati 58
30 Charlotte 57
31 Baltimore 57
32 Kansas City 56
33 San Antonio 55
34 Norfolk-Portsmouth-Newport News 55
35 Columbus   55
36 San Diego 54
37 Greenville-Spartanburg-Asheville 53
38 Grand Rapids-Kalamazoo-
 Battle Creek 50
39 Albuquerque-Santa Fe 49
40 Milwaukee 49
 Total: 4,123
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RadioShack at a Glance
RadioShack Corporation and Subsidiaries

STORE LOCATIONS NOT ILLUSTRATED

Alaska 30
Hawaii 26
Puerto Rico 45
Virgin Islands 3
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hours of operation. Finally, we have improved our store envi-
ronment by rolling out an updated store format to nearly 300
more stores in 2004. We intend to accelerate this roll-out in
2005. In addition, we make continuous enhancements to our
store format as stores are rolled out.

We are also focusing on businesses that are considered to 
be close to our core strengths. This close-to-core strategy
includes expanding our retail services business, recognizing
innovative product channels and opportunities, and identify-
ing international expansion opportunities. In order to identify
innovative product channels and opportunities, we are focus-
ing on creating innovative relationships with key parties such
as vendors and product developers, utilizing new channels,
and obtaining intellectual property and licensing rights to
innovative products. 

In 2004, we significantly expanded our retail services busi-
ness by purchasing the wireless kiosks in SAM’S CLUB.
During the fourth quarter of fiscal year 2004, we acquired
wireless kiosk fixtures and inventory located within SAM’S
CLUB retail locations, as well as certain other assets and lia-
bilities from Wireless Retail, Inc. (“WRI”). The total purchase
price was $59.1 million. In conjunction with this transaction,
we received cash and commitments from wireless carriers 
of $40.3 million. Regarding our SAM’S CLUB operations, 
we pay rent for the use of the kiosk area within SAM’S 
CLUB locations, while utilizing our own employees, POS 
system, and store fixtures.

Another component of our retail services business is our
Sprint kiosk locations, which are Sprint-branded and are locat-
ed in malls. At these locations, which we staff, we sell Sprint
wireless hardware and related accessories. We have a profit-
sharing and working-capital arrangement with Sprint related to
these locations. We expect to continue to identify additional
opportunities in our overall retail services business in 2005.

Key Indicators of Financial Performance for Management
To identify our progress in achieving our solutions strategy,
we use several key financial performance metrics, including
net sales and operating revenues metrics, gross margin met-
rics, and selling, general and administrative (“SG&A”) expense
and operating margin metrics.

Net Sales and Operating Revenues Metrics
As a retailer, we consider growth in revenue to be a key 
indicator of our overall financial performance. We examine
our revenue by using several key metrics, including overall
change in net sales and operating revenue, comparable 
company store sales growth, average tickets per store and
average sales per ticket.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
RadioShack Corporation and Subsidiaries

This MD&A section discusses our results of our operations,
liquidity and financial condition, risk management practices
and certain factors that may affect our future results, includ-
ing economic and industry-wide factors, as well as our critical
accounting policies and estimates. You should read MD&A in
conjunction with our consolidated financial statements and
accompanying notes included in this Annual Report.

Overview
RadioShack is primarily a retailer of consumer electronics
and services. We seek to differentiate ourselves from our
various competitors by focusing on dominating cost-effec-
tive solutions to meet everyone’s routine electronics needs
and families’ distinct electronics wants. This strategy allows
us to take advantage of the unique opportunities provided 
by our extensive retail presence, knowledgeable sales staff,
and relationships with reputable vendors. We believe this
strategy provides us with the opportunity to increase our
market share in the highly competitive consumer electronics
area. In addition, we continue to focus on methods to reduce
the costs of products sold and selling, general and adminis-
trative expense as a percentage of net sales and operating 
revenues. Furthermore, we believe that by focusing on
opportunities such as innovative products, new markets,
licensing opportunities and creative distribution channels,
we can ultimately generate increased financial returns for
our shareholders over the long term.

We have identified two key opportunities to drive company
growth, which are in alignment with our overall strategy
described above. We are focusing on growth of our core busi-
ness, which includes our company-operated stores, dealers
and our Web site www.radioshack.com, as well as businesses
that we consider to be close to our core strengths, which
includes retail services, international operations and con-
sumer electronics repairs.  

With respect to our core business, our strategy is to enhance
our brands and customer experiences in our stores. We are
accomplishing this by focusing on improvement of our prod-
uct assortment, store personnel and store environment. In
order to improve our product assortment, we are customizing
key stores by market area, with the goal of providing products
that are tailored to the customers of that particular market.
We are also focusing on high-performing product categories,
while de-emphasizing other product categories that have had
lower historical performances. In addition, we are attempting
to identify technologies that we believe we can grow, based
on our established ability to accelerate the adoption rate of
new technologies. With respect to store personnel, we are
enhancing our training, compensation and store operating
procedures, including our receiving, labor scheduling and
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The change in net sales and operating revenue provides us
with an overall indication of the demand for our products and
services. Comparable company store sales growth indicates
the extent to which sales were impacted by growth in existing
sales channels. Comparable company store sales include the
sales of any domestic, retail location where we have a physi-
cal presence, including company-operated stores and kiosks,
that has more than 12 full months of recorded sales. Average
tickets per store, in conjunction with average sales per ticket,
provide us with an indication of whether the changes in rev-
enues were generated by a higher volume of purchases or 
by purchases of products with higher prices. 

The table below summarizes these revenue metrics for the
years indicated:

2004 2003 2002

Net sales and operating 

revenues growth 4.1% 1.6% (4.2%)

Comparable store sales growth 3% 2% (1%)

Average tickets per store per day 66 72 73

Average sales per ticket $34.17 $30.77 $29.40

In addition to the metrics above, we review the revenue per
square foot of our various channels of distribution to deter-
mine productivity of our product assortment and the overall
distribution channel.

Gross Margin Metrics
We also view our gross margin as a key metric of our finan-
cial performance, as it indicates the extent to which we are
able to reduce our product costs and optimize product mix.

The table below summarizes gross margin for the 
years indicated:

2004 2003 2002

Gross margin 50.3% 49.8% 48.9%

SG&A Expense and Operating Margin Metrics
We believe that our ability to leverage our fixed expense base
and, accordingly, increase operating margin is an important
indicator of our financial performance and process efficiency.  

The table below summarizes these metrics for the 
years indicated:

2004 2003 2002

SG&A expense as a percentage of sales 36.7% 37.4% 37.8%

Operating margin 11.5% 10.4% 9.3%

Retail Outlets
The table below shows our retail locations broken down
between company-operated stores, kiosks and dealer outlets.
While the dealer outlets represented approximately 24% of
RadioShack’s total retail locations at December 31, 2004, our
product sales to dealers are less than 10% of our total net sales
and operating revenues (see “Results of Operations” below).

Average 

Store Size At December 31,

(Sq. Ft. ) 2004 2003 2002

Company-operated stores (1) 2,529 5,046 5,121 5,161

Kiosks (2) 89 599 9 –

Dealer outlets (3) N/A 1,788 1,921 2,052

Total number of retail locations 7,433 7,051 7,213

(1) Over the past two years, we have closed over 100 company-operated

stores, net of new store openings and relocations. This trend is due to not

renewing locations that fail to meet our financial return hurdles. It is antici-

pated that company-operated stores will decline in 2005 by about 50 stores.
(2) Kiosks consist of 546 SAM’S CLUB locations and 53 Sprint locations at the

end of 2004 and 9 Sprint locations at year end 2003. SAM’S CLUB has the

unconditional right to assume the operation of up to 75 locations (in total)

and to date has provided us with notice that, effective April 2005, SAM’S

CLUB will assume operation of 23 kiosk locations previously operated by

us. We expect the number of Sprint kiosks to increase by approximately

150 during 2005.
(3) Over the past two years, we have closed over 250 dealer outlets, net of

new outlet openings or conversion to company-operated stores. This trend

is due to the closure of smaller outlets that failed to meet our minimum

purchase requirements. It is anticipated that dealer outlets in 2005 will 

not change materially from 2004. 

Results of Operations
Net sales and operating revenues by channel of distribution
are as follows:

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Company-operated store sales $4,472.3 $4,342.6 $4,231.2

Kiosk sales 56.4 0.7 –

Dealer and other sales 312.5 306.0 346.0

Net sales and operating revenues $4,841.2 $4,649.3 $4,577.2

Dealer and other sales not only include our sales to the 
independent dealers, but also include sales and operating
revenues generated from our www.radioshack.com Web 
site, outbound and inbound call centers, and our retail 
support operations.
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The following table provides a summary of our net sales and operating revenues by platform and as a percent of net sales 
and operating revenues. Platform sales include sales from company-operated stores, kiosks, dealer outlets, and our
RadioShack.com Web site. 

Net Sales and Operating Revenues

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Wireless $1,636.0 33.8% $1,335.8 28.7% $1,164.8 25.4%

Accessory 1,009.4 20.8 1,018.9 21.9 1,013.1 22.1

Modern home 700.3 14.5 812.9 17.5 973.4 21.3

Personal electronics 653.3 13.5 615.9 13.2 588.1 12.9

Power 312.0 6.4 312.4 6.7 296.4 6.5

Service 210.7 4.4 227.7 4.9 207.2 4.5

Technical 204.2 4.2 216.2 4.7 229.4 5.0

Retail support operations, service plans, and other 115.3 2.4 109.5 2.4 104.8 2.3

Net sales and operating revenues $4,841.2 100.0% $4,649.3 100.0% $4,577.2 100.0%

2004 COMPARED WITH 2003

Net Sales and Operating Revenues
Sales increased 4.1% to $4,841.2 million in 2004 from
$4,649.3 million in 2003. We had a 3% increase in compara-
ble company store sales. These increases were primarily the
result of a 22.5% increase in our wireless platform sales. 
An increase in average store volume and the addition of 590
kiosk locations also contributed to our overall sales increase. 

Dealer and other sales, which include sales to our dealer out-
lets, in addition to retail support operations and other sales,
were up $6.5 million for 2004, or an increase of 2.1%, when
compared to 2003. Sales to our dealers remain substantially
less than 10% of our total sales. Revenue from our retail sup-
port operations, service plans and other sales is generated 
primarily from outside sales of our repair centers and domes-
tic and overseas manufacturing, in addition to our e-com-
merce revenue. The increase in these sales in 2004 was 
primarily a result of our restructuring of our extended service
contract, partially offset due to the disposition of RadioShack
Installation Services (“AmeriLink”) in September 2003. 

Sales in our wireless platform (which is made up of wireless
handsets and communication devices such as scanners and
two-way radios) increased in dollars and as a percentage of
net sales and operating revenues in 2004 compared to 2003.
This sales increase was due to both an increase in wireless
handset unit sales and an increase in the revenue per wireless
handsets. Emphasis on national carrier service and product
offerings with desirable product features and content, such 
as color screens and cameras also drove the favorable results.
We anticipate sales in the wireless platform will increase for
2005, primarily as a result of a full year of SAM’S CLUB 
kiosk sales and the planned expansion of our Sprint kiosks.  

Sales in our accessory platform (which includes accessories for
home entertainment products, wireless handsets, digital imag-
ing products and computers, as well as residential phones and
power) decreased in both dollars and as a percentage of net
sales and operating revenues in 2004, compared to 2003. The
decrease in this platform resulted primarily from a decline in
home entertainment accessories, mostly offset by increases in
wireless power and digital imaging accessories. 

Sales in our modern home platform (which consists of residen-
tial telephones, all home audio and video end-products, and
direct-to-home (“DTH”) satellite systems, as well as desktop,
laptop and handheld computers) decreased in both dollars and
as a percentage of net sales and operating revenues in 2004,
compared to 2003. These decreases were primarily due to a
sales decrease in DTH satellite systems, audio products and
cordless telephones, as well as a planned decrease in DTH
installation revenue resulting from our sale of AmeriLink. 

Sales in our personal electronics platform (which includes 
digital cameras, camcorders, toys, wellness products, mem-
ory players and satellite radios) increased in dollars and as 
a percentage of net sales and operating revenues in 2004,
compared to 2003. These increases were driven primarily 
by a sales increase in digital imaging products, memory
players and the introduction of our satellite radio offering. 

Sales in our power platform (which includes general and spe-
cial purpose batteries and battery chargers) decreased slightly
in both dollars and as a percentage of net sales and operating
revenues in 2004, compared to 2003. These declines were pri-
marily the result of a sales decline in special purpose batteries
and battery chargers; however, the decline was substantially
offset by a sales increase in general purpose batteries. 

Management’s Discussion and Analysis of Financial Condition and Results of Operations
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Year Ended December 31,

2004 2003 2002

% of Sales & % of Sales & % of Sales &

(In mil l ions) Dollars Revenues Dollars Revenues Dollars Revenues 

Payroll and commissions $ 769.3 15.9% $ 751.9 16.2% $ 728.0 15.9%

Advertising 271.5 5.6 254.4 5.5 241.0 5.3

Rent 259.4 5.3 250.1 5.4 244.9 5.4

Other taxes (excludes income taxes) 105.9 2.2 106.9 2.3 105.9 2.3

Insurance 80.8 1.7 81.5 1.8 71.0 1.6

Utilities and telephone 72.9 1.5 75.8 1.6 74.9 1.6

Credit card fees 37.7 0.8 36.1 0.8 35.8 0.8

Lawsuit settlement – – – – 29.0 0.6

Stock purchase and savings plans 20.2 0.4 21.5 0.4 20.8 0.5 

Repairs and maintenance 12.4 0.3 11.6 0.2 12.0 0.3

Printing, postage and office supplies 9.6 0.2 10.0 0.2 10.5 0.2

Travel 9.6 0.2 8.6 0.2 9.6 0.2

Loss on real estate sub-lease – – 5.6 0.1 6.0 0.1

Bad debt (0.3) – 0.4 – 4.7 0.1

Other 125.8 2.6 125.6 2.7 134.5 2.9

$1,774.8 36.7% $1,740.0 37.4% $1,728.6 37.8%

Sales in our service platform (which includes prepaid 
wireless airtime, bill payment revenue and warranty service
plans) decreased in dollars and as a percentage of net 
sales and operating revenues in 2004, compared to 2003.
These decreases were primarily due to a decrease in 
wireless-related services. 

Sales in our technical platform (which includes wire and
cable, connectivity products, components and tools, as 
well as hobby and robotic end-products) decreased in 
both dollars and as a percentage of net sales and operating
revenues in 2004, compared to 2003. These decreases 
were primarily due to a sales decline in wire and cable 
products and the related connectivity products. 

Gross Profit
Gross profit for 2004 was $2,434.5 million or 50.3% of net
sales and operating revenues, compared with $2,315.7 
million or 49.8% of net sales and operating revenues in

Our SG&A expense increased 2.0% in dollars, but decreased
as a percent of net sales and operating revenues to 36.7%
for the year ended December 31, 2004, from 37.4% for the
year ended December 31, 2003. The dollar increase for 2004
was primarily due to an increase in both payroll and com-
missions and advertising.

Payroll expense increased in dollars, but decreased as a 
percentage of net sales and operating revenues. This dollar
increase was due to the higher sales-based compensation 
we paid as a result of our 3% increase in company comparable
store sales, as well as our acquisition of the SAM’S CLUB kiosk
locations and related personnel in October 2004. We expect
payroll expense to increase in 2005 due to the full-year effect
of the acquisition of the SAM’S CLUB kiosk business and our
planned increase in the number of Sprint kiosk locations.

2003, resulting in a 5.1% increase in gross profit and a 
50 basis point increase in our gross profit percentage.
These increases over the prior year were primarily due to
significantly less margin erosion from price markdowns; 
we sold over 40% less in discontinued and devalued 
merchandise in 2004 versus the prior year. In addition, 
the benefits of centralized procurement and better vendor 
management enabled us to sell like-products year over 
year at higher gross margins.

These increases were partially offset by a change in mer-
chandise mix among platforms, resulting in increased sales
of lower margin products, notably wireless, and decreased
sales of higher margin products like accessories.

Selling, General and Administrative Expense
The table below summarizes the breakdown of various com-
ponents of our consolidated SG&A expense and its related 
percentage of total net sales and operating revenues.
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Advertising expense increased in both dollars and as a 
percent of net sales and operating revenues. This increase 
is primarily related to an increase in expenditures associated
with the holiday selling season. Additionally, we received
fewer contributions from our vendors. We expect our adver-
tising expense to increase in 2005 in dollars but decrease 
as a percentage of net sales and operating revenues, as a
result of increased sales from our kiosk operations and an
improvement in operating efficiencies. 

Rent expense increased in dollars, but decreased as a percent
of net sales and operating revenues. The dollar increase was
due primarily to lease renewals and relocations at higher rates,
as well as the acquisition of the SAM’S CLUB kiosk business 
in October 2004. We expect an increase in 2005 rent expense,
primarily as a result of the full-year effect of the acquisition of
the SAM’S CLUB kiosk business and Sprint kiosk expansion.

Insurance expense decreased in both dollars and as a percent
of net sales and operating revenues, as a result of both fewer
claims and a decrease in the number of participants in our
insurance programs. Our insurance expense relates to losses,
claims and insurance premiums, which are partially offset by
contributions from health insurance participants.

In 2005, we expect SG&A expense to increase in dollars, due
to the full-year effect of our acquisition of the SAM’S CLUB
kiosk business and our planned Sprint kiosk expansion. We
anticipate a slight decrease as a percentage of net sales and
operating revenues, due to anticipated increased sales volume
and a continued focus on leveraging our fixed expense base.

Depreciation and Amortization
Depreciation and amortization expense increased $9.4 million
dollars to $101.4 million and increased to 2.1% of net sales
and operating revenues, compared to 2.0% for 2003. The
increase in depreciation was primarily attributable to new
store fixtures for existing company-operated stores, as well
as the hardware and software associated with information
systems upgrades. We expect depreciation and amortization
expense to increase by at least 10% in 2005 due to increases
associated with our new corporate headquarters, which is
now substantially complete and occupied, increased spend-
ing for our store remodel program, information system proj-
ects, and the amortization of intangibles related to our
SAM’S CLUB kiosk business acquisition.

Gain on Contract Termination
There was no gain on contract termination in 2004. For
information on the prior year gain on contract termination,
see the discussion below under the section titled “2003
Compared with 2002.”

Impairment of Long-Lived Assets
There was no significant impairment of long-lived assets in
2004. For information on the prior year impairment of long-
lived assets, see the discussion below under the section
titled “2003 Compared with 2002.”

Net Interest Expense
Interest expense, net of interest income, was $18.2 million
for 2004 versus $22.9 million for 2003, a decrease of $4.7
million or 20.5%.

Interest expense decreased to $29.6 million in 2004 from $35.7
million in 2003. This decrease was primarily the result of a
reduction in the average debt outstanding throughout 2004. In
addition, the capitalization of $6.6 million of interest expense
related to the construction of our new corporate campus also
lowered overall interest expense for the year ended December
31, 2004, when compared to the same prior year period. 

Interest income decreased approximately 11% to $11.4 
million in 2004 from $12.8 million in 2003, despite an
increase in investment rates. This was primarily the result 
of a $1.3 million decrease in interest received from tax 
settlements in 2004 compared to 2003, as well as a lower
average investment balance.

Interest expense, net of interest income, is expected to
increase by more than $6 million in 2005, when compared 
to 2004, due to the elimination of capitalized interest expense
as a result of the substantial completion of the construction
of our corporate headquarters.

Other Income, Net
During the year ended December 31, 2004, we received pay-
ments and recorded income of $2.0 million under our tax
sharing agreement with O’Sullivan Industries Holdings, Inc.
(“O’Sullivan”), compared to $3.1 million received and record-
ed in the corresponding prior year period. Future payments
under the tax sharing agreement will vary based on the level
of O’Sullivan’s future earnings and are also dependent on
O’Sullivan’s overall financial condition and ability to pay. We
cannot give any assurances as to the amount or frequency
of payment, if any, that we may receive from O’Sullivan in
future periods.

Provision for Income Taxes
Our provision for income taxes reflects an effective income
tax rate of 37.8% for 2004 and 36.9% for 2003. The increase
in the effective tax rate for 2004, when compared to 2003,
was the result of a favorable tax settlement during 2003,
relating to prior year tax matters. We anticipate that the 
effective tax rate for 2005 will be approximately 38.2%.
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2003 COMPARED WITH 2002

Net Sales and Operating Revenues
Sales increased approximately 1.6% to $4,649.3 million in 2003
from $4,577.2 million in 2002. We had a 2% increase in com-
parable company store sales. These sales increases were possi-
ble because of an increase in average store volume, despite a
decrease in 2003 of 40 company stores, net of store openings.

Sales to our dealer outlets and other sales, including retail
support operations, were down for 2003, when compared to
2002. Sales to our dealer outlets remained substantially less
than 10% of our total sales. Retail support operation sales
were generated primarily from outside sales of our repair 
centers, AmeriLink, and domestic and overseas manufactur-
ing. The decrease in retail support operations sales from 2003
to 2002 was primarily the result of an overall decline in our
AmeriLink commercial installation business, the closure of
several of our manufacturing facilities in the third quarter of
2003, and the sale of AmeriLink in September 2003. 

Sales in our wireless platform increased in dollars and as a
percentage of net sales and operating revenues in 2003, 
compared to 2002. This sales increase was due primarily to
an increase in the average selling price of our wireless hand-
sets as a result of our continued emphasis on national carrier
service and product offerings with desirable product features
and content, such as color screens and cameras.  

Sales in our accessory platform increased in dollars, but
decreased as a percentage of net sales and operating rev-
enues in 2003, compared to 2002. The dollar increase in this
platform was primarily the result of increases in both wire-
less power and imaging accessories sales, but partially off-
set by a decline in sales of residential telephone and home
entertainment accessories. 

Sales in our modern home platform decreased in both dollars
and as a percentage of net sales and operating revenues in
2003, compared to 2002. These decreases were primarily due
to decreased sales of satellite dishes and their related installa-
tion services, in addition to desktop CPUs and monitors.

Sales in our personal electronics platform increased in dollars
and as a percentage of net sales and operating revenues in
2003, compared to 2002. These increases were driven primari-
ly by sales increases in digital cameras and camcorders, micro
radio-controlled cars and, to a lesser extent, wellness products
sold under our LifewiseTM brand.  This sales increase was 
partially offset by decreased sales of educational toys.

Sales in our power platform increased in both dollars and 
as a percentage of net sales and operating revenues in 2003,
compared to 2002. This sales gain was primarily due to
increased sales of general and special purpose batteries.

Sales in our service platform increased in dollars and as a 
percentage of net sales and operating revenues in 2003, 
compared to 2002. These increases were primarily due to 
an increase in our wireless services sales. 

Sales in our technical platform decreased in both dollars and
as a percentage of net sales and operating revenues in 2003,
compared to 2002. These decreases were primarily due to a
decline in sales of bulk and packaged wire, as well as sales
decreases for technical components and hobby products. 

Gross Profit
Gross profit for 2003 was $2,315.7 million or 49.8% of net
sales and operating revenues, compared with $2,238.3 million
or 48.9% of net sales and operating revenues in 2002, result-
ing in a 3.5% increase in gross profit and a 90 basis point
increase in our gross profit percentage. These increases over
the prior year were primarily due to the following:

We experienced over $40.0 million in benefit from our supply
chain vendor and strategic pricing initiatives. In connection with
these initiatives, we utilized online reverse auctions, realized
more favorable terms from vendors, improved the impact of
markdowns, priced our products more appropriately, and uti-
lized other techniques and incentives to optimize gross profit.

We also improved our merchandise mix within platforms 
by increasing the sales mix for many of our higher margin
products, while managing the mix down for many lower
margin products. 

Selling, General and Administrative Expense 
Our SG&A expense increased 0.7% in dollars, but decreased
as a percent of net sales and operating revenues to 37.4% for
the year ended December 31, 2003, from 37.8% for the year
ended December 31, 2002. The dollar increase for 2003 was
primarily due to an increase in both payroll and commissions
and advertising, partially offset by a litigation charge in 2002
related to the settlement of a class action lawsuit in California.

Payroll expense increased in both dollars and as a percentage
of net sales and operating revenues in 2003, due primarily to
an increase in incentive pay based on increased earnings, as
well as the 2.6% increase in company store sales.
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Advertising expense increased in dollars and as a percentage
of net sales and operating revenues in 2003. These increases
related to an increase in television advertising, as well as a
decrease in contributions from vendors.

Rent expense increased in dollars for 2003 due primarily to
lease renewals and relocations at higher rates, as well as a
slight increase in the average store size. Rent expense as a
percent of net sales and operating revenues remained the
same for 2003, compared to 2002, due to fewer company
stores and our continued rent reduction efforts.

Insurance expense increased in both dollars and as a 
percent of net sales and operating revenues in 2003, 
when compared to 2002. 

Depreciation and Amortization
Depreciation and amortization expense decreased $2.7 
million to $92.0 million and remained at 2.0% of net sales
and operating revenues for both 2003 and 2002.

Gain on Contract Termination
RadioShack and Microsoft mutually agreed during 2002 to
terminate their agreement and settle the remaining commit-
ments each had to one another. The termination of this 
agreement took effect at the start of the fourth quarter of
2002, upon satisfaction of several contractual obligations. 
The net financial result was an $18.5 million gain (principally
cash received), driven primarily by the settlement of a 
multi-year obligation Microsoft had to connect our stores 
with broadband capabilities.

Impairment of Long-Lived Assets
AmeriLink was acquired in 1999 to provide us with residen-
tial installation capabilities for the technologies and services
offered in our retail stores. As a result of continued difficul-
ties in the DTH business and a refocus during the fourth
quarter of 2002 on our satellite installation strategy, together
with a revised cash flow projection for our overall installation
business, we determined that the remaining long-lived assets
associated with AmeriLink were impaired. We compared 
the carrying value of these long-lived assets with their fair
value and determined that the remaining goodwill balance 
of $8.1 million was impaired and we, therefore, recorded 
an impairment charge of this amount in the accompanying
2002 Consolidated Statement of Income. As of December 
31, 2002, there was no remaining goodwill balance on our
balance sheet relating to AmeriLink. We sold AmeriLink in
September 2003.

Net Interest Expense
Interest expense, net of interest income, was $22.9 million 
for 2003 versus $34.4 million for 2002, a decrease of $11.5
million or 33.4%. 

Interest expense decreased to $35.7 million in 2003 from
$43.4 million in 2002 primarily as a result of a reduction in the
average debt outstanding throughout 2003. In addition, our
interest rate swap instruments and the capitalization of $2.6
million of interest expense related to the construction of our
new corporate campus also lowered overall interest expense
for the year ended December 31, 2003, when compared to
the same prior year period. 

Interest income increased over 42% to $12.8 million in 2003
from $9.0 million in 2002, primarily as a result of a $5.6 mil-
lion increase in interest received from income tax settlements
in 2003, as compared to 2002.

Other Income, Net
In July 2003, we received payment of $15.7 million resulting
from the favorable settlement of a lawsuit we had previously
filed. We recorded this settlement in the third quarter of 2003
as other income of $10.7 million, net of legal expenses of
$5.0 million paid as a result of the lawsuit.

In September 2003 we sold our wholly-owned subsidiary
AmeriLink to INSTALLS inc, LLC in a cash-for-stock sale,
resulting in a loss of $1.8 million, based on AmeriLink’s book
value, which was recorded in other income.

For the year ended December 31, 2003, we received and
recorded income of $3.1 million owed to us under a tax shar-
ing agreement with O’Sullivan, compared to $33.9 million
received and recorded in the corresponding prior year period.
In the second quarter of 2002, we received and recorded
income of $27.7 million in partial settlement of amounts owed
to us under this tax sharing agreement. This partial settlement
followed a ruling in our favor by an arbitration panel. Future
payments under the tax sharing agreement will vary based on
the level of O’Sullivan’s future earnings and are also depend-
ent on O’Sullivan’s overall financial condition and ability to pay. 

During the second half of 2002, we received two payments
totaling $6.2 million relating to quarterly payments under the
tax sharing agreement with O’Sullivan.

Provision for Income Taxes
Our provision for income taxes reflects an effective income
tax rate of 36.9% for 2003 and 38.0% for 2002. The decrease
in the effective tax rate for 2003, when compared to 2002,
was the result of a favorable tax settlement related to prior
year tax matters.
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Recently Issued Accounting Pronouncements
In December 2003, the Financial Accounting Standards Board
(the “FASB”) issued revised FIN 46, “Consolidation of Variable
Interest Entities, an Interpretation of Accounting Research
Bulletin No. 51” (“FIN 46R”). FIN 46R requires the consolida-
tion of an entity in which an enterprise absorbs a majority of
the entity’s expected losses, receives a majority of the entity's
expected residual returns, or both, as a result of ownership,
contractual or other financial interests in the entity (variable
interest entities or “VIEs”). FIN 46R is applicable for financial
statements of public entities that have interests in VIEs or
potential VIEs referred to as special-purpose entities for peri-
ods ending after December 31, 2003. Applications by public
entities for all other types of entities are required in financial
statements for periods ending after March 15, 2004. The
application of FIN 46R did not have a material impact on our
results of operations, financial position or liquidity, and does
not apply to our dealer outlets.  

In December 2004, the FASB issued Statement of Financial
Accounting Standards (“SFAS”) No. 123R “Share-Based
Payment.” SFAS No. 123R establishes standards for the
accounting for transactions in which an entity exchanges its
equity instruments for goods or services. This Statement
focuses primarily on accounting for transactions in which an
entity obtains employee services in share-based payment
transactions. SFAS No. 123R requires that the fair value of
such equity instruments be recognized as an expense in the
historical financial statements as services are performed. Prior
to SFAS 123R, only certain pro forma disclosures of fair value
were required. We will adopt the provisions of SFAS No.
123R beginning with the third quarter of 2005. We intend to
elect the modified prospective transition method, which will
require that we recognize compensation expense for all new
and unvested share-based payment awards from the effective
date. Based on our preliminary analysis of SFAS No. 123R, we
anticipate the after-tax impact of adoption on our results of
operations for the six months ending December 31, 2005, will
be an expense of approximately $6.8 million.

During fiscal year 2004, we adopted Emerging Issues Task
Force (“EITF”) Issue No. 03-10, “Application of Issue No. 02-
16 by Resellers to Sales Incentives Offered to Consumers by
Manufacturers,” which amends EITF No. 02-16. According to
the amended guidance, if certain criteria are met, considera-
tion received by a reseller in the form of reimbursement from
a vendor for honoring the vendor’s sales incentives offered
directly to consumers (i.e., manufacturers’ coupons) should
not be recorded as a reduction of the cost of the reseller’s
purchases from the vendor. The adoption of EITF No. 03-10
did not materially impact our results of operations, financial
position or liquidity in fiscal year 2004.

In November 2004, the FASB issued SFAS No. 151,
“Inventory Costs.” The new Statement amends Accounting
Research Bulletin No. 43, Chapter 4, “Inventory Pricing,” to
clarify the accounting for abnormal amounts of idle facility
expense, freight, handling costs, and wasted material. SFAS
151 requires that these items be recognized as current-period
charges and requires that allocation of fixed production over-
head to the cost of conversion be based on the normal
capacity of the production facilities. This statement is effec-
tive for fiscal years beginning after June 15, 2005. We do 
not expect adoption of this statement to have a material
impact on our financial condition or results of operations.

Cash Flow and Liquidity
A summary of cash flows from operating, investing and
financing activities is outlined in the table below.

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Operating activities $ 352.5 $ 651.9 $521.6

Investing activities (290.2) (188.9) (99.0)

Financing activities (259.1) (274.8) (377.5)

Cash Flow – Operating Activities
In 2004, cash flows provided by operating activities were
$352.5 million, compared to $651.9 million and $521.6 
million in 2003 and 2002, respectively.

During the year ended December 31, 2004, increases in
accounts receivable, consisting primarily of amounts due
from our various vendors and third-party service providers,
used $53.0 million in cash, compared to $17.2 million provid-
ed in the prior year. An increase in vendor and service
provider receivables due to an increase in sales of wireless
services resulted in a cash usage by accounts receivable in
2004, while cash provided in 2003 was the result of reduc-
tions of vendor and service provider receivables and dealer
receivables from increased collections and lower sales of
satellite television hardware.

During the year ended December 31, 2004, increases in
inventory used $234.2 million in cash, compared to $202.3
million provided during 2003. The increase in inventory since
December 31, 2003, was primarily the result of abnormally
low inventory levels during the holiday selling season of 2003
and additional inventory purchased to stock the new kiosk
locations during the fourth quarter of 2004.

Typically, our annual cash requirements for pre-seasonal inven-
tory build-up range between $200 million and $400 million.
The funding required for this build-up comes primarily from
cash on hand and cash generated from net sales and operat-
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ing revenues. We had $437.9 million in cash and cash equiva-
lents as of December 31, 2004, as a resource for our funding
needs. Additional capital is available under our $600 million
commercial paper program, which is supported by a bank
credit facility that could be utilized in the event the commercial
paper market is unavailable to us. We currently do not expect
the commercial paper market to become unavailable to us nor
that; we will need to utilize our credit facility. As of December
31, 2004, we had no commercial paper outstanding, nor had
we utilized any of our credit facility.

During the year ended December 31, 2004, $161.8 million
more in cash was provided by accounts payable as a result 
of effective management of our payables in 2004 and an
increase in inventory levels, when compared to the prior year.

Cash Flow – Investing Activities
Cash used in investing activities in 2004 was $290.2 million,
compared to $188.9 million and $99.0 million used in 2003 
and 2002, respectively. Capital expenditures for 2004 and 2003
increased over 2002, primarily due to the continued construc-
tion of our new corporate campus in 2004 and 2003, while
capital expenditures for 2002 were primarily for our retail store
expansions and remodels and information systems upgrades.
We also had capital expenditures relating to retail stores and
information systems in both 2004 and 2003. We anticipate 
that our capital expenditure requirements for 2005 will be
approximately $200.0 million to $240.0 million. Although 
capital expenditures for 2005 will be about the same as 2004,
expenditures will occur in different areas. Company-operated
store remodels and relocations, approximately 150 new Sprint
kiosks and updated information systems account for the major-
ity of our anticipated 2005 capital expenditures. See further
discussion on our new corporate headquarters below in the
section titled “Capital Structure and Financial Condition.”
During the fourth quarter of fiscal year 2004, we acquired 
certain assets and assumed certain liabilities of Wireless Retail,
Inc. (“WRI”). These assets included wireless kiosks and inven-
tory located within SAM’S CLUB retail locations. The total 
purchase price was $59.1 million. See further discussion on
our SAM’S CLUB kiosk business above in the section titled
“Overview.” As of December 31, 2004, we had $437.9 million
in cash and cash equivalents. These cash and cash equivalents,
along with cash generated from our net sales and operating
revenues and, if necessary, from our credit facilities, are 
available to fund future capital expenditure needs.

Cash Flow – Financing Activities
Cash used in financing activities was $259.1 million in 2004,
compared to $274.8 million and $377.5 million in 2003 and
2002, respectively. We used $251.1 million for the repur-

chase of our common stock in 2004 and $286.2 million 
and $329.9 million for the repurchase of our common stock
in 2003 and 2002, respectively. Repurchases of common
stock were made under our share repurchase and employee
stock programs. See the further discussion of our stock
repurchase programs below in the section titled “Capital
Structure and Financial Condition.” The 2004, 2003 and 2002
stock repurchases were partially funded by $85.8 million,
$51.5 million and $49.6 million, respectively, received from
the sale of treasury stock to employee benefit plans and from
stock option exercises. The balance of capital to repurchase
shares was obtained from cash generated from operations.
We received $32.3 million from the sale and lease-back of
our former corporate technology center building during the
second quarter of 2002. This transaction was recorded as a
financing obligation due to responsibilities which we retain
during the lease period. Additionally, our net borrowings
decreased $54.1 million in 2004, compared to a slight
increase in 2003 and a decrease of $89.7 million in 2002.
Dividends paid, net of tax, in 2004, 2003 and 2002 amounted
to $39.7 million, $40.8 million and $39.8 million, respectively.
This change in dividends paid over the last three years was
affected by a dividend per share increase and yearly share
repurchases, resulting in fewer shares outstanding.

Free Cash Flow
Our free cash flow, defined as cash flows from operating
activities less dividends paid and additions to property, plant
and equipment, was $83.4 million in 2004, $421.5 million 
in 2003 and $375.0 million in 2002. The decrease in free 
cash flow in 2004 was the result of a cash usage in working
capital components, primarily inventory. The increase in 
free cash flow between 2002 and 2003 was the result of 
supply chain initiatives, including a greater focus on reducing
inventory weeks-of-supply. We expect free cash flow to 
be approximately $200 million to $240 million in 2005. The
increase from 2004 is based substantially on the anticipated
increase in cash generated from working capital, primarily
from inventory reductions.

We believe free cash flow is an appropriate indication of our
ability to fund share repurchases, repay maturing debt,
change dividend payments or fund other uses of capital that
management believes will enhance shareholder value. The
comparable financial measure to free cash flow under gener-
ally accepted accounting principles is cash flows from operat-
ing activities, which were $352.5 million in 2004, $651.9 mil-
lion in 2003 and $521.6 million in 2002. We do not intend the
presentation of free cash flow, a non-GAAP financial measure,
to be considered in isolation or as a substitute for measures
prepared in accordance with GAAP.
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The following table is a reconciliation of cash flows from
operating activities to free cash flow.

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Net cash provided by 

operating activities $352.5 $651.9 $521.6

Less:

Additions to property, 

plant and equipment 229.4 189.6 106.8

Dividends paid 39.7 40.8 39.8

Free cash flow $ 83.4 $421.5 $375.0

Capital Structure and Financial Condition
We consider our financial structure and condition to be
sound. We had $437.9 million in cash and cash equivalents 
at December 31, 2004, as a resource for our funding needs.
Additionally, borrowings are available under our $600.0 mil-
lion commercial paper program, which is supported by bank
credit facilities and can be utilized in the event the commer-
cial paper market becomes unavailable to us. However, we
currently expect that the commercial paper market would be
available to us, thus we do not expect to utilize our credit
facilities. As of December 31, 2004, we had no commercial
paper outstanding and had not utilized our credit facilities.

Debt Obligations
Debt Ratings: Our debt is considered investment grade by the
rating agencies. Below are the agencies’ latest ratings by cate-
gory, as well as their respective current outlook for the ratings.

Standard

Category Moody’s and Poor’s Fitch

Senior unsecured debt Baa1 A- BBB+
Commercial paper P-2 A-2 F2
Outlook Stable Stable Stable

Factors that can impact our credit ratings include changes in
our operating performance, the economic environment, con-
ditions in the retail and consumer electronics industries, our
financial position and changes in our business strategy. We
do not currently foresee any reasonable circumstances under
which our credit ratings would be significantly downgraded. 
If a downgrade were to occur, it could adversely impact,
among other things, our future borrowing costs, access to
capital markets, vendor financing terms and future new store
occupancy costs.

Our senior unsecured debt primarily consists of two
issuances of 10-year long-term notes and an issuance of
medium-term notes. 

Long-Term Notes: We have a $300.0 million debt shelf regis-
tration statement which became effective in August 1997. In
August 1997, we issued $150.0 million of 10-year unsecured
long-term notes under this shelf registration. The interest rate
on the notes is 6.95% per annum with interest payable on
September 1 and March 1 of each year. These notes are due
September 1, 2007.

On May 11, 2001, we issued $350.0 million of 10-year 7 3/8%
notes in a private offering to initial purchasers who in turn
offered the notes to qualified institutional buyers under SEC
Rule 144A. The annual interest rate on the notes is 7.375%
per annum with interest payable on November 15 and May 15
of each year. The notes mature on May 15, 2011. In August
2001, under the terms of an exchange offering filed with the
SEC, we exchanged substantially all of these notes for a simi-
lar amount of publicly registered notes. Because no additional
debt was issued in the exchange offering, the net effect of
this exchange was that no additional debt was issued, and
substantially all of the notes were registered with the SEC.

During the third quarter of 2001, we entered into an interest
rate swap agreement with underlying notional amount of
$110.5 million with a maturity in 2007. In June and August
2003, we entered into interest rate swap agreements with
underlying notional amounts of debt of $100.0 million and
$50.0 million, respectively, and both with maturities in May
2011. These swaps effectively convert a portion of our long-
term fixed rate debt to a variable rate. We entered into these
agreements to balance our fixed versus floating rate debt
portfolio to continue to take advantage of lower short-term
interest rates. Under these agreements, we have contracted
to pay a variable rate of LIBOR plus a markup and to receive 
a fixed rate of 6.95% for the swap entered into in 2001 and
7.375% for the swaps entered into in 2003. We have desig-
nated these agreements as fair value hedging instruments. 

Medium-Term Notes: We also issued, in various amounts and
on various dates from December 1997 through September
1999, medium-term notes totaling $150.0 million under the
shelf registration described above. At December 31, 2004,
$5.0 million of these notes remained outstanding. The interest
rate at December 31, 2004, for the outstanding $5.0 million in
medium-term notes was 6.42%. These notes have a maturity
in 2008. As of December 31, 2004, there was no availability
under this shelf registration.

Available Financing
Commercial Paper: We have access to short-term debt
instruments, such as commercial paper issuances, which 
are available to supplement our short-term financing needs.
The commercial paper program, when utilized, has a typical
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other considerations. In February 2003, our Board of Directors
authorized a repurchase program for 15.0 million shares, which
was in addition to our 25.0 million share repurchase program
that was completed during the second quarter of 2003. At
February 18, 2005, there were 2.5 million shares available to be
repurchased under this 15.0 million share repurchase program.
The 15.0 million share repurchase program has no expiration
date and allows shares to be repurchased in the open market.
On February 25, 2005, our Board of Directors approved a new
share repurchase program. This new program allows manage-
ment to repurchase up to $250 million in open market purchas-
es and has no expiration date. We anticipate that we will repur-
chase, under our authorized repurchase programs, between
$200.0 million and $250.0 million of our common stock during
2005. The funding required for these share repurchase pro-
grams will come from cash generated from net sales and oper-
ating revenues and cash and cash equivalents. We will also
repurchase shares in the open market to offset the sales of
shares to our employee benefit plans.

Construction of Corporate Headquarters
In the fourth quarter of 2001 and the second quarter of 2002,
we sold our former corporate headquarters buildings. We
entered into sale-leaseback agreements in which our former
corporate headquarters’ land and buildings were sold and
leased back to us. These arrangements provided us with the
necessary time to construct our new headquarters, which we
began partially occupying during the fourth quarter of 2004.
Our total campus costs are estimated to be $261.5 million,
with completion expected during the first quarter of 2005.

Capitalization
The following table sets forth information about our 
capitalization at the dates indicated.

December 31,

2004 2003

% of Total % of Total 

(In millions) Dollars Capitalization Dollars Capitalization

Current debt $ 55.6 3.7% $ 77.4 5.6%

Long-term debt 506.9 34.2% 541.3 39.0%

Total debt $ 562.5 37.9% $ 618.7 44.6%

Stockholders’ equity 922.1 62.1% 769.3 55.4%

Total capitalization $1,484.6 100.0% $1,388.0 100.0%

Our debt-to-total capitalization ratio decreased in 2004 from
2003, due primarily to an increase in equity of $152.8 million
from 2003. Long-term debt as a percentage of total capitaliza-
tion decreased in 2004 due to a decrease in long-term debt,
as current maturities of our outstanding notes moved to the
short-term debt classification, as well as the increase in equity
of $152.8 million from 2003.

maturity of 90 days or less. The amount of commercial
paper that can be outstanding is limited to a maximum of
the unused portion of our $600 million revolving credit facili-
ties described in more detail below. We currently have no
commercial paper outstanding.

Credit Facilities: In the second quarter of 2004, we replaced
our existing $300.0 million 364-day revolving credit facility
with a new five-year credit facility maturing in June 2009.
The terms of this revolving credit facility are substantially
similar to the previous facility. This credit facility, in addition
to our existing $300.0 million five-year credit facility, which
expires in June 2007, will support our commercial paper
borrowings and is otherwise available for general corporate
purposes. As of December 31, 2004, there were no out-
standing borrowings under these credit facilities. Our out-
standing debt and bank syndicated credit facilities have cus-
tomary covenants, and we were in compliance with these
covenants as of December 31, 2004.

Management believes that our present ability to borrow is
greater than our established credit lines and long-term debt in
place. However, if market conditions change and sales were to
dramatically decline or we could not control operating costs,
our cash flows and liquidity could be reduced. Additionally, if a
scenario as described above occurred, it could cause the rat-
ing agencies to lower our credit ratings, thereby increasing our
borrowing costs, or even causing a reduction in or elimination
of our access to debt and/or equity markets.

Dividends
We have paid common stock cash dividends for 18 years. On
September 24, 2004, our Board of Directors declared an
annual dividend of $0.25 per common share. The dividend
was paid on December 20, 2004, to shareholders of record on
December 1, 2004. The dividend payment of $39.7 million
was funded from cash on hand.

Operating Leases
We use operating leases, primarily for our retail locations and
two distribution centers, to lower our capital requirements.

Share Repurchases
We repurchased 6.9 million shares of our common stock for
$210.9 million during the year ended December 31, 2004,
under our share repurchase program. 

We intend to execute share repurchases from time to time in
order to take advantage of attractive share price levels, as
determined by management. The timing and terms of these
transactions depend on market conditions, our liquidity and

Management’s Discussion and Analysis of Financial Condition and Results of Operations
RadioShack Corporation and Subsidiaries

28 AR2004



The table below contains our known contractual commitments as of December 31, 2004.

Payments Due by Period

( In mil l ions) Total Amounts Less than Over

Contractual Obligations Committed 1 year 1-3 years 3-5 years 5 years

Long-term debt obligations $ 506.9 $ – $158.2 $ 5.0 $343.7
Interest obligations 193.9 36.8 69.9 51.7 35.5
Capital lease obligations 0.6 0.6 – – –
Operating lease obligations 669.5 182.3 270.2 136.4 80.6
Purchase obligations(1) 485.9 464.2 18.3 3.4 –
Other long-term liabilities reflected on the balance sheet 130.3 27.1 50.5 37.8 14.9
Total $1,987.1 $711.0 $567.1 $234.3 $474.7

(1) Purchase obligations include our product commitments, marketing agreements and freight commitments.

For more information regarding long-term debt and lease commitments, refer to
Notes 7 and 15, respectively, of our “Notes to Consolidated Financial Statements.”

The table below contains our credit commitments from various financial institutions.

Commitment Expiration per Period

( In mil l ions) Total Amounts Less than Over

Credit Commitments Committed 1 year 1-3 years 3-5 years 5 years

Lines of credit $600.0 $ – $300.0 $300.0 $ –
Stand-by letters of credit 18.5 0.9 17.6 – –
Total credit commitments $618.5 $ 0.9 $317.6 $300.0 $ –

Management’s Discussion and Analysis of Financial Condition and Results of Operations continued
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Treasury Stock
On December 11, 2003, our Board of Directors approved the
retirement of 45.0 million shares of our common stock held as
treasury stock. These shares returned to the status of author-
ized and unissued. See our 2003 Consolidated Statement of
Stockholders’ Equity for additional details of this transaction.

We have contingent liabilities related to retail leases of 
locations which were assigned to other businesses. The
majority of these contingent liabilities relate to various 
lease obligations arising from leases that were assigned to
CompUSA, Inc. as part of the sale of our Computer City,
Inc. subsidiary to CompUSA, Inc. in August 1998. In the
event CompUSA or the other assignees, as applicable, are
unable to fulfill their obligations, we would be responsible
for rent due under the leases. Our rent exposure from 
the remaining undiscounted lease commitments with no
projected sublease income is approximately $154 million.
However, we have no reason to believe that CompUSA or
the other assignees will not fulfill their obligations under
these leases or that we would be unable to sublet the 

properties; consequently, we do not believe there will be 
a material impact on our financial statements from any 
fulfillment of these contingencies.

Off-Balance Sheet Arrangements
Other than the operating leases described above, we do not
have any off-balance sheet financing arrangements, transac-
tions, or special purpose entities. 

Inflation
Inflation has not significantly impacted us over the past three
years. We do not expect inflation to have a significant impact
on our operations in the foreseeable future, unless internation-
al events substantially affect the global economy.

Contractual and Credit Commitments
The following tables, as well as the information contained 
in Note 7 - “Indebtedness and Borrowing Facilities” to our
“Notes to Consolidated Financial Statements,” provide a 
summary of our various contractual commitments, debt and
interest repayment requirements, and available credit lines.
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Critical Accounting Policies and Estimates
Our consolidated financial statements are prepared in accor-
dance with generally accepted accounting principles (“GAAP”)
in the United States. The application of GAAP requires us to
make estimates and assumptions that affect the reported 
values of assets and liabilities at the date of the financial
statements, the reported amount of revenues and expenses
during the reporting period, and the related disclosures of
contingent assets and liabilities. The use of estimates is per-
vasive throughout our financial statements and is affected 
by management judgment and uncertainties. Our estimates,
assumptions and judgments are based on historical experi-
ence, current market trends and other factors that we believe
to be relevant and reasonable at the time the consolidated
financial statements are prepared. We continually evaluate 
the information used to make these estimates as our business
and the economic environment changes. Actual results 
may differ materially from these estimates under different
assumptions or conditions.

In the Notes to Consolidated Financial Statements, we
describe our significant accounting policies used in the prepa-
ration of the consolidated financial statements. The account-
ing policies and estimates we consider most critical are: rev-
enue recognition; inventory valuation under the cost method;
estimation of reserves and valuation allowances, specifically
related to insurance, tax and legal contingencies; and valua-
tion of long-lived assets and intangibles, including goodwill.  

We consider an accounting policy or estimate to be critical 
if it requires our most difficult, subjective or complex judg-
ments, and is material to the portrayal of our financial condi-
tion, changes in financial condition or results of operations.
The selection, application and disclosure of our critical
accounting policies and estimates have been reviewed by the
Audit and Compliance Committee of our Board of Directors. 

Revenue Recognition: Our revenue is derived principally from
the sale of private label and third-party branded products and
services to consumers. Revenue is recognized, net of an esti-
mate for customer refunds and product returns, when persua-
sive evidence of an arrangement exists, delivery has occurred
or services have been rendered, the sales price is fixed or
determinable, and collectibility is reasonably assured. 

Certain products, such as wireless telephones and satellite
systems, require the customer to use the services of a third-
party service provider. In most cases, the third-party service
provider pays us a fee or commission for obtaining a new
customer, as well as a monthly recurring residual amount
based upon the ongoing arrangement between the service
provider and the customer. Fee or commission revenue, net 

of a reserve for estimated service deactivations, is generally
recognized at the time the customer is accepted as a sub-
scriber of a third-party service provider.

Estimated product refunds and returns, service plan deacti-
vations, residual revenue and commission revenue adjust-
ments are based on historical information pertaining to these
items. If actual results differ from these estimates due to 
various factors, the amount of revenue recorded could be
materially affected. A 10% difference in our reserves for the
estimates noted above would have affected net sales and
operating revenues by approximately $1.7 million for the 
fiscal year ended December 31, 2004.

Inventory Valuation: Our inventory consists primarily of finished
goods available for sale at our retail locations or within our 
distribution centers and is recorded at the lower of average
cost or expected sales price (i.e., market value). The cost com-
ponents recorded within inventory are the vendor invoice cost
and certain allocated external and internal freight, distribution,
warehousing and other costs required to transport the mer-
chandise from the vendor to the point-of-sale, usually a store.

Typically, the market value of our inventory is higher than its
cost. Determination of the market value may be very complex
and, therefore, requires a high degree of judgment. In order
for management to make the appropriate determination of
market value, the following items are commonly considered:
inventory turnover statistics, current selling prices, seasonality
factors, consumer trends, competitive pricing, performance 
of similar products or accessories, planned promotional incen-
tives, and estimated costs to sell or dispose of merchandise
such as sales commissions.

If the calculated market value is determined to be less than
the recorded average cost, a provision is made to reduce the
carrying amount of the inventory item. Differences between
management estimates and actual performance and pricing 
of our merchandise could result in inventory valuations that
differ from the amount recorded at the financial statement
date, and could also cause fluctuations in the amount of
recorded cost of products sold.

If our estimates regarding market value are inaccurate or
changes in consumer demand affect certain products in an
unforeseen manner, we may be exposed to material losses or
gains in excess of our established valuation reserve.

Estimation of Reserves and Valuation Allowances: The amount
of liability we record for claims related to insurance, tax and
legal contingencies requires us to make judgments about the
amount of expenses that will ultimately be incurred. We use
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our past history and experience, as well as other specific cir-
cumstances surrounding these claims, in evaluating the
amount of liability that we should record. As additional infor-
mation becomes available, we assess the potential liability
related to our various claims and revise our estimates as
appropriate. These revisions could materially impact our
results of operations and financial position or liquidity.

We are insured for certain losses related to workers’ compen-
sation, property and other liability claims, with deductibles up
to $0.5 million per occurrence. This insurance coverage limits
our exposure for any catastrophic claims that may arise above
the deductible. We also have a self-insured health program
administered by a third party covering the majority of our
employees that participate in our health insurance programs.
We estimate the amount of our reserves for all insurance pro-
grams discussed above at the end of each reporting period.
This estimate is based on information provided by either an
independent actuarial firm or third party. The information
includes historical claims experience, demographic factors,
severity factors, and other factors we deem relevant. A 10%
change in our insurance reserves at December 31, 2004,
would have affected net income by approximately $7.5 million
for the fiscal year ended December 31, 2004. As of December
31, 2004, actual losses had not exceeded our expectations.

We are subject to periodic audits from multiple domestic and
foreign tax authorities related to income tax, sales and use tax,
personal property tax, and other forms of taxes. These audits
examine our tax positions, timing of income and deductions,
and allocation procedures across multiple jurisdictions. As part
of our evaluation of these tax issues, we establish reserves in
our consolidated financial statements based on our estimate
of current probable tax exposures. Depending on the nature 
of the tax issue, it could be subject to audit over several years;
therefore, our estimated reserve balances might exist for mul-
tiple years before an issue is resolved by the taxing authority.

Additionally, we are involved in legal proceedings and gov-
ernmental inquiries associated with employment and other
matters. A reserve has been established based on our best
estimates of the potential liability in these matters. This 
estimate has been developed in consultation with in-house
and outside counsel and is based upon a combination of 
litigation and settlement strategies. 

Although we believe that our tax and legal reserves are based
on reasonable judgments and estimates, actual results could
differ which may expose us to material gains or losses in
future periods. These actual results could materially affect 
our effective tax rate, earnings, deferred tax balances and
cash in the period of resolution.

Valuation of Long-Lived Assets and Intangibles, Including
Goodwill: Long-lived assets, such as property and equipment,
are reviewed for impairment when events or changes in cir-
cumstances indicate that the carrying value of the assets 
contained in our financial statements may not be recoverable.
Our evaluation of potential impairment involves comparing
the carrying value of the asset to the estimated fair value of
the asset. The fair value is determined by estimating the
future undiscounted cash flows that the asset will generate. 
If the fair value calculated is less than the carrying value, we
calculate the discounted cash flows of the asset and record
an impairment loss. The impairment loss is the difference
between the fair value and the carrying value of the asset and
is recorded as a charge to earnings in the period the impair-
ment occurs. The carrying value of the asset is adjusted to 
the new carrying value, and any subsequent increases in fair
value are not recorded. Additionally, if it is determined that
the estimated remaining useful life of the asset should be
decreased, the periodic depreciation expense is adjusted
based on the new carrying value of the asset.

The impairment calculation requires us to apply judgment and
estimates concerning the future cash flows, strategic plans,
useful life and discount rates. If actual results are not consis-
tent with our estimates and assumptions, we may be exposed
to additional impairment charges which could be material to
our results of operations.

We have acquired goodwill and other separately identifiable
intangibles related to business acquisitions that have occurred
during the current and prior years. The original valuation 
of these intangibles is typically performed by a third-party
appraiser and may include the use of estimates that we pro-
vide concerning future profitability, cash flows and other 
judgmental factors. We review our goodwill and intangible
balances on an annual basis, typically near our fiscal year 
end, and whenever events or changes in circumstances 
indicate the carrying value of the goodwill or intangibles
might exceed their current fair value.

The determination of fair value is based on various valuation
techniques such as discounted cash flow and other compara-
ble market analyses. These valuation techniques require us 
to make estimates and assumptions regarding future prof-
itability, industry factors, planned strategic initiatives, discount
rates and others factors. If actual results or performance 
of certain business units are different from our estimates, 
we may be exposed to an impairment charge related to our
goodwill or intangibles. The total value of our goodwill and
intangibles at December 31, 2004, was $46.7 million.
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Factors That May Affect Future Results
Matters discussed in MD&A and in other parts of this report
include forward-looking statements within the meaning of 
the federal securities laws. These matters include statements
concerning management’s plans and objectives relating to 
our operations or economic performance and related assump-
tions. We specifically disclaim any duty to update any of the
information set forth in this report, including any forward-look-
ing statements. Forward-looking statements are made based on
management’s current expectations and beliefs concerning
future events and, therefore, involve a number of risks and
uncertainties. Management cautions that forward-looking state-
ments are not guarantees, and our actual results could differ
materially from those expressed or implied in the forward-look-
ing statements. Important factors that could cause our actual
results of operations or financial condition to differ materially
include, but are not necessarily limited to, the following factors.

General Business Factors
> Changes in national or regional U.S. economic conditions,

including, but not limited to, recessionary or inflationary
trends, equity market levels, consumer credit availability,
interest rates, consumers’ disposable income and spending
levels, continued rise of oil prices, job security and unem-
ployment, and overall consumer confidence;

> changes in the amount and degree of promotional intensity
exerted by current competitors and potential new competi-
tion from both retail stores and alternative methods or 
channels of distribution, such as e-commerce, telephone
shopping services and mail order;

> any potential tariffs imposed on products that we import
from China, as well as the potential strengthening of
China’s currency against the U.S. dollar;

> continuing terrorist activities in the U.S., as well as the
international war on terrorism;

> the disruption of international, national or regional trans-
portation systems;

> the lack of availability or access to sources of inventory;
> changes in the financial markets that would reduce or 

eliminate our access to longer term capital or short-term
credit availability;

> the imposition of new restrictions or regulations regarding
the products and/or services we sell or changes in tax rules
and regulations applicable to us; and

> the occurrence of severe weather events or natural disasters
which could significantly damage or destroy outlets or 
prohibit consumers from traveling to our retail locations,
especially during the peak holiday shopping season.

RadioShack Specific Factors
> The inability to successfully execute our solutions strategy to

dominate cost-effective solutions to meet everyone’s routine
electronics needs and families’ distinct electronics wants;

> the failure to differentiate ourselves as an electronics 
specialty retailer in the U.S. marketplace;

> the failure to maintain or increase the level of sales in our
non-wireless business categories;

> any reductions or changes in the growth rate of the wireless
industry and changes in the wireless communications indus-
try dynamics, including the effects of industry consolidation;

> the inability to create, maintain or renew profitable contracts
or execute business plans with providers of third-party brand-
ed products and with service providers relating to cellular
and PCS telephones which could cause the reduction or
elimination of our commissions as well as residual income;

> the presence or absence of new services or products and
product features in the merchandise categories we sell and
unexpected changes in our actual merchandise sales mix;

> the inability to effectively manage our inventory levels in a
rapidly changing marketplace;

> the inability to attract, retain and grow an effective man-
agement team in a dynamic environment or changes in 
the cost or availability of a suitable workforce to manage
and support our operating strategies;

> the inability to optimize and execute our strategic 
plans, including our retail services operations and 
other sales channels;

> the existence of contingent lease obligations related to our 
discontinued retail operations arising from an assignee’s or a
sub-lessee’s failure to fulfill its lease commitments, or from 
our inability to identify suitable sub-lessees for vacant facilities;

> the inability to successfully identify and analyze emerging
growth opportunities in the areas of strategic business
alliances, acquisitions, licensing opportunities, new markets,
non-store sales channels, and innovative products; and

> the inability to successfully identify and enter into relation-
ships with developers of new technologies or the failure 
of these new technologies to be adopted by the market.

Management’s Report on Internal Control over 
Financial Reporting
Our management is responsible for establishing and maintain-
ing adequate internal control over financial reporting, as such
term is defined in Exchange Act Rule 13a-15(f). Under the
supervision and with the participation of our management,
including our CEO and Acting CFO, we conducted an evaluation
of the effectiveness of our internal control over financial report-
ing based on the framework in “Internal Control – Integrated
Framework” issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on our eval-
uation under the framework in “Internal Control – Integrated
Framework,” our management concluded that our internal 
control over financial reporting was effective as of December
31, 2004. Our management’s assessment of the effectiveness
of our internal control over financial reporting as of December
31, 2004, has been audited by PricewaterhouseCoopers LLP, 
an independent registered public accounting firm, as stated in 
their report which is included herein.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
RadioShack Corporation and Subsidiaries
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To the Board of Directors and Stockholders 
of RadioShack Corporation:
We have completed an integrated audit of RadioShack
Corporation’s 2004 consolidated financial statements and of
its internal control over financial reporting as of December 31,
2004 and audits of its 2003 and 2002 consolidated financial
statements in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Our
opinions, based on our audits, are presented below.

Consolidated financial statements 
In our opinion, the consolidated financial statements listed in
the accompanying index present fairly, in all material respects,
the financial position of RadioShack Corporation and its sub-
sidiaries (the “Company”) at December 31, 2004 and 2003,
and the results of their operations and their cash flows for
each of the three years in the period ended December 31,
2004 in conformity with accounting principles generally
accepted in the United States of America. These financial
statements are the responsibility of the Company’s manage-
ment. Our responsibility is to express an opinion on these
financial statements based on our audits. We conducted our
audits of these statements in accordance with the standards
of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the finan-
cial statements are free of material misstatement. An audit of
financial statements includes examining, on a test basis, evi-
dence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and sig-
nificant estimates made by management and evaluating the
overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

Internal control over financial reporting
Also, in our opinion, management’s assessment, included 
in Management’s Report on Internal Control Over Financial
Reporting appearing on page 32 of the Company’s Annual
Report to Stockholders, that the Company maintained effec-
tive internal control over financial reporting as of December
31, 2004 based on criteria established in Internal Control –
Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission
(COSO), is fairly stated, in all material respects, based on
those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control
over financial reporting as of December 31, 2004, based 
on criteria established in Internal Control – Integrated
Framework issued by the COSO. The Company’s manage-
ment is responsible for maintaining effective internal control
over financial reporting and for its assessment of the effec-

tiveness of internal control over financial reporting. Our
responsibility is to express opinions on management’s
assessment and on the effectiveness of the Company’s inter-
nal control over financial reporting based on our audit. We
conducted our audit of internal control over financial report-
ing in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reason-
able assurance about whether effective internal control over
financial reporting was maintained in all material respects.
An audit of internal control over financial reporting includes
obtaining an understanding of internal control over financial
reporting, evaluating management’s assessment, testing and
evaluating the design and operating effectiveness of internal
control, and performing such other procedures as we consid-
er necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinions. 

A company’s internal control over financial reporting is a
process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s inter-
nal control over financial reporting includes those policies and
procedures that (i) pertain to the maintenance of records that,
in reasonable detail, accurately and fairly reflect the transac-
tions and dispositions of the assets of the company; (ii) pro-
vide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made
only in accordance with authorizations of management and
directors of the company; and (iii) provide reasonable assur-
ance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over finan-
cial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods
are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of com-
pliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP
Fort Worth, Texas
March 11, 2005

Report of Independent Registered Public Accounting Firm
RadioShack Corporation and Subsidiaries
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Year Ended December 31,

2004 2003 2002

% of % of % of

( In mil l ions, except per share amounts) Dol lars Revenues Dollars Revenues Dollars Revenues   

Net sales and operating revenues $ 4,841.2 100.0% $4,649.3 100.0% $4,577.2 100.0%

Cost of products sold 2,406.7 49.7 2,333.6 50.2 2,338.9 51.1

Gross profit 2,434.5 50.3 2,315.7 49.8 2,238.3 48.9

Operating expenses:

Selling, general and administrative 1,774.8 36.7 1,740.0 37.4 1,728.6 37.8     

Depreciation and amortization 101.4 2.1 92.0 2.0 94.7 2.0

Gain on contract termination – – – – (18.5) (0.4)

Impairment of long-lived assets – – – – 8.1 0.2

Total operating expenses 1,876.2 38.8 1,832.0 39.4 1,812.9 39.6

Operating income 558.3 11.5 483.7 10.4 425.4 9.3

Interest income 11.4 0.2 12.8 0.3 9.0 0.2

Interest expense (29.6) (0.5) (35.7) (0.8) (43.4) (0.9)

Other income, net 2.0 – 12.0 0.3 33.9 0.7

Income before income taxes 542.1 11.2 472.8 10.2 424.9 9.3

Provision for income taxes 204.9 4.2 174.3 3.8 161.5 3.5

Net income 337.2 7.0 298.5 6.4 263.4 5.8

Preferred dividends – – – – 4.5 0.1

Net income available to common
stockholders $ 337.2 7.0% $ 298.5 6.4% $ 258.9 5.7%

Net income available per common share:
Basic $ 2.09 $ 1.78 $ 1.50

Diluted $ 2.08 $ 1.77 $ 1.45

Shares used in computing earnings per   

common share: 

Basic 161.0 167.7 173.0

Diluted 162.5 168.9 179.3

The accompanying notes are an integral part of these consolidated financial statements.



Consolidated Balance Sheets
RadioShack Corporation and Subsidiaries

December 31,

( In mil l ions, except for share amounts) 2004 2003

Assets
Current assets:

Cash and cash equivalents $ 437.9 $ 634.7

Accounts and notes receivable, net 241.0 182.4

Inventories, net 1,003.7 766.5

Other current assets 92.5 83.0

Total current assets 1,775.1 1,666.6

Property, plant and equipment, net 652.0 513.1

Other assets, net 89.6 64.2

Total assets $2,516.7 $2,243.9

Liabilities and Stockholders’ Equity
Current liabilities:

Short-term debt, including current maturities of long-term debt $ 55.6 $ 77.4

Accounts payable 442.2 300.2

Accrued expenses and other current liabilities 342.1 343.0

Income taxes payable 117.5 137.5

Total current liabilities 957.4 858.1

Long-term debt, excluding current maturities 506.9 541.3

Other non-current liabilities 130.3 75.2

Total liabilities 1,594.6 1,474.6

Commitments and contingent liabilities (see Notes 14 and 15)

Stockholders’ equity:

Preferred stock, no par value, 1,000,000 shares authorized:

Series A junior participating, 300,000 shares designated and none issued – –

Series B convertible, 100,000 shares authorized and none issued – –

Common stock, $1 par value, 650,000,000 shares authorized;

191,033,000 shares issued 191.0 191.0

Additional paid-in capital 82.7 75.2

Retained earnings 1,508.1 1,210.6

Treasury stock, at cost; 32,835,000 and 28,481,000 shares, respectively (859.4) (707.2)

Accumulated other comprehensive loss (0.3) (0.3)

Total stockholders’ equity 922.1 769.3

Total liabilities and stockholders’ equity $2,516.7 $2,243.9

The accompanying notes are an integral part of these consolidated financial statements.
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Year Ended December 31,

( In mil l ions) 2004 2003 2002

Cash flows from operating activities:
Net income $ 337.2 $ 298.5 $ 263.4

Adjustments to reconcile net income to net cash provided by operating activities:

Impairment of long-lived assets – – 8.1

Depreciation and amortization 101.4 92.0 94.7

Deferred income taxes and other items 50.2 51.7 30.6

Provision for credit losses and bad debts (0.3) 0.4 4.7

Changes in operating assets and liabilities, excluding acquisitions: 

Accounts and notes receivable (53.0) 17.2 68.2

Inventories (234.2) 202.3 (21.4)

Other current assets (7.5) (5.2) 1.9

Accounts payable, accrued expenses and income taxes payable 158.7 (5.0) 71.4

Net cash provided by operating activities 352.5 651.9 521.6

Cash flows from investing activities:
Additions to property, plant and equipment (229.4) (189.6) (106.8)

Proceeds from sale of property, plant and equipment 2.5 2.0 8.6

Proceeds from sale of installation subsidiary – 4.7 –

Purchase of retail service business (59.1) – –

Other investing activities (4.2) (6.0) (0.8)

Net cash used in investing activities (290.2) (188.9) (99.0)

Cash flows from financing activities:
Purchases of treasury stock (251.1) (286.2) (329.9)

Sale of treasury stock to employee benefit plans 35.4 35.8 40.6

Proceeds from exercise of stock options 50.4 15.7 9.0

Proceeds from financing obligation – – 32.3

Payments of dividends (39.7) (40.8) (39.8)

Changes in short-term borrowings, net (14.0) 20.7 (2.0)

Repayments of long-term borrowings (40.1) (20.0) (87.7)

Net cash used in financing activities (259.1) (274.8) (377.5)

Net (decrease)/increase in cash and cash equivalents (196.8) 188.2 45.1

Cash and cash equivalents, beginning of period 634.7 446.5 401.4

Cash and cash equivalents, end of period $ 437.9 $ 634.7 $ 446.5

Supplemental cash flow information:
Interest paid $ 29.3 $ 35.0 $ 43.9

Income taxes paid 182.7 153.5 160.2

The accompanying notes are an integral part of these consolidated financial statements.
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Shares at December 31, Dol lars at December 31,

( In mil l ions) 2004 2003 2002 2004 2003 2002

Preferred stock
Beginning of year – – 0.1 $ – $ – $ 64.5

Conversion of preferred stock to common stock – – (0.1) – – (58.4)
Cancellation of preferred stock, net of repurchases – – – – – (6.1)

End of year – – – $ – $ – $ –  

Common stock
Beginning of year 191.0 236.0 236.0 $ 191.0 $ 236.0 $ 236.0

Retirement of treasury stock – (45.0) – – (45.0) – 
End of year 191.0 191.0 236.0 $ 191.0 $ 191.0 $ 236.0  

Treasury stock
Beginning of year (28.5) (64.3) (59.2) $ (707.2) $ (1,579.9) $(1,443.5)

Purchase of treasury stock (8.0) (11.5) (12.4) (246.9) (290.9) (317.8)
Issuance of common stock 1.3 1.5 1.6 33.8 37.4 43.3
Exercise of stock options and grant of stock awards 2.4 0.8 0.6 60.9 18.5 12.9
Retirement of treasury stock – 45.0 – – 1,107.7 –
Conversion of preferred stock to common stock – – 5.1 – – 125.2  

End of year (32.8) (28.5) (64.3) $ (859.4) $ (707.2) $(1,579.9)

Additional paid-in capital
Beginning of year $ 75.2 $ 70.0 $ 138.8  

Issuance of common stock 5.7 0.7 (0.3)  
Exercise of stock options and grant of stock awards (9.5) (2.0) (2.5)  
Conversion of preferred stock to common stock – – (66.8)  
Stock option income tax benefits 11.3 19.6 0.8
Retirement of treasury stock – (13.1) –

End of year $ 82.7 $ 75.2 $ 70.0

Retained earnings
Beginning of year $ 1,210.6 $ 2,002.5 $ 1,787.3

Net income 337.2 298.5 263.4
Series B convertible stock dividends, net of taxes – – (2.9)
Cancellation of preferred stock, net of repurchases – – (8.5)
Retirement of treasury stock – (1,049.6) –
Common stock cash dividends declared (39.7) (40.8) (36.8)

End of year $1,508.1 $ 1,210.6 $ 2,002.5

Unearned compensation
Beginning of year $ – $ – $ (4.3)

Amortization of unearned compensation – – 4.3
End of year $ – $ – $ –

Accumulated other comprehensive loss
Beginning of year $ (0.3) $ (0.5) $ (0.7)

Other comprehensive income – 0.2 0.2
End of year $ (0.3) $ (0.3) $ (0.5)

Total stockholders’ equity $ 922.1 $ 769.3 $ 728.1

Comprehensive income
Net income $ 337.2 $ 298.5 $ 263.4

Other comprehensive income, net of tax:
Foreign currency translation adjustments 0.1 0.3 0.3
Loss on interest rate swaps, net (0.1) (0.1) (0.1)

Other comprehensive income – 0.2 0.2
Comprehensive income $ 337.2 $ 298.7 $ 263.6

The accompanying notes are an integral part of these consolidated financial statements.
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N O T E  1 Description of Business

RadioShack Corporation was incorporated in Delaware in
1967. We primarily engage in the retail sale of consumer elec-
tronic goods and services through our RadioShack store
chain. Our strategy is to dominate cost-effective solutions to
meet everyone’s routine electronics needs and families’ dis-
tinct electronics wants. Throughout this report, the terms
“our,” “we,” “us” and “RadioShack” refer to RadioShack
Corporation, including its subsidiaries.

Company-Operated Stores: At December 31, 2004, we operat-
ed 5,046 company stores located throughout the United
States, as well as in Puerto Rico and the U.S. Virgin Islands.
These stores are located in major malls and strip centers, as
well as individual storefronts. Each location carries a broad
assortment of both private label and third-party branded con-
sumer electronics products. Our product lines include wire-
less phones and communication devices such as scanners
and two-way radios; residential telephones, DVD players,
computers and direct-to-home (“DTH”) satellite systems;
home entertainment, wireless, imaging and computer acces-
sories; general and special purpose batteries; wire, cable and
connectivity products; and digital cameras, radio-controlled
cars and other toys, satellite radios, memory players and well-
ness products. We also provide consumers access to third-
party services such as cellular and PCS phone and DTH satel-
lite activation, satellite radio service, prepaid wireless airtime
and extended service plans. 

Dealer Outlets: At December 31, 2004, we also had a network
of 1,788 dealer outlets, including 45 located outside of the
U.S. These outlets provide private label and third-party brand-
ed products and services to smaller communities. The dealers
are generally engaged in other retail operations and augment
their businesses with our products and service offerings. Our
sales derived outside of the United States are not material.

Company-Operated Kiosks: At December 31, 2004, we operat-
ed 599 kiosks located throughout the United States. These
kiosks are primarily inside SAM’S CLUB locations, as well as
in major malls. These locations, which are not RadioShack-
branded, offer product lines including wireless telephones and
the associated accessories. We also provide consumers
access to third-party cellular and PCS phone services.

N O T E  2 Summary of Significant Accounting Policies

Principles of Consolidation: The Consolidated Financial
Statements include our accounts and our majority-owned sub-
sidiaries. Investments in 20% to 50% owned companies are

accounted for using the equity method. Significant intercompa-
ny transactions and accounts are eliminated in consolidation.

Reclassifications: Certain amounts in the December 31, 2003
and 2002, financial statements have been reclassified to con-
form with the December 31, 2004, presentation. These reclas-
sifications had no effect on net income or stockholders’ equi-
ty as previously reported.

Pervasiveness of Estimates: The preparation of financial state-
ments in conformity with generally accepted accounting prin-
ciples requires us to make estimates and assumptions that
affect the reported amounts of assets and liabilities, related
revenues and expenses, and the disclosure of gain and loss
contingencies at the date of the financial statements and dur-
ing the periods presented. Our most significant estimates and
assumptions include the determination of estimates for third-
party service deactivations in connection with revenue recog-
nition and receivables, inventory valuation, depreciable lives
of property, plant and equipment, insurance reserves, intangi-
ble assets, and contingency and litigation reserves. Actual
results could differ materially from those estimates.

Revenue Recognition: Our revenue is derived principally from
the sale of private label and third-party branded products and
services to consumers. Revenue is recognized, net of an esti-
mate for customer refunds and product returns, when deliv-
ery has occurred or services have been rendered, the sales
price is fixed or determinable, and collectibility is reasonably
assured. Certain products, such as wireless telephones and
satellite systems, require the customer to use the services of
a third-party service provider. In most cases, the third-party
service provider pays us a fee or commission for obtaining a
new customer, as well as a monthly recurring residual
amount based upon the ongoing arrangement between the
service provider and the customer. Fee or commission rev-
enue, net of estimated service deactivations, is generally rec-
ognized at the time the customer is accepted as a subscriber
of a third-party service provider. Recurring residual income is
recognized as earned under the terms of each contract with
the service provider, which is typically as the service provider
bills its customer, generally on a monthly basis.

We offer extended service contracts in all states in which we
operate, but retain the liability for these contracts in only three
states. For all other states, our share of commission revenue is
recognized as income at the time the contract is sold. For the
contracts offered in the three states where we are the primary
obligor, revenues from the sale of these contracts are recog-
nized ratably over the terms of the contracts. Costs directly
related to the sale of such contracts are deferred and charged



to cost of products sold proportionately as the revenues are
recognized. A loss is recognized on extended service contracts
if the sum of the expected costs of providing services pur-
suant to the contracts exceeds the related unearned revenue.

Cost of Products Sold: Cost of products sold includes the
total cost of merchandise inventory sold; costs of services
provided; external and internal freight expenses; distribution
costs; warehousing costs; customer shipping and handling
charges; certain vendor allowances that are not specific,
incremental and identifiable; and physical inventory valua-
tion adjustments and losses.

Vendor Allowances: We receive allowances from third-party
service providers and product vendors through a variety of
promotional programs and arrangements as a result of pur-
chasing and promoting their products and services in the nor-
mal course of business. We consider vendor allowances
received to be a reduction in the price of a vendor's products
or services and record them as a component of cost of prod-
ucts sold when the related product or service is sold, unless
the allowances represent reimbursement of specific, incre-
mental and identifiable costs incurred to promote a vendor's
products and services, in which case we record them when
earned as an offset to the associated expense incurred to pro-
mote the applicable products and/or services.

Advertising Costs: Our advertising costs are expensed the first
time the advertising takes place. We receive allowances from
certain third-party service providers and product vendors
which we record when earned as an offset to advertising
expense incurred to promote the applicable products and/or
services only if the allowances represent reimbursement of
specific, incremental and identifiable costs (see our previous
“Vendor Allowances” discussion). Advertising expense was
$271.5 million, $254.4 million and $241.0 million for the years
ended December 31, 2004, 2003 and 2002, respectively, net
of vendor allowances of $33.9 million, $40.9 million and
$59.6 million, respectively.

Stock-Based Compensation: At December 31, 2004, we had
various stock-based employee compensation plans in use. We
measure stock-based compensation costs under Accounting
Principles Board (“APB”) Opinion No. 25, “Accounting for
Stock Issued to Employees,” and its related interpretations.
Accordingly, no compensation expense has been recognized
for our fixed price stock option plans, as the exercise price of
options must be equal to or greater than the stock price on
the date of grant under our incentive stock plans. The table
below illustrates the effect on net income and net income
available per common share as if we had accounted for our

employee stock options under the fair value recognition 
provisions of Statement of Financial Accounting Standards
(“SFAS”) No. 123, “Accounting for Stock-Based Compen-
sation.” For purposes of the pro forma disclosures below, 
the estimated fair value of the options is amortized to 
expense over the vesting period. We will adopt the provisions 
of SFAS No. 123R, “Share-Based Payment,” which was
issued in December 2004, effective July 1, 2005, and will
modify our accounting for stock options and other equity
awards accordingly. See “Recently Issued Accounting
Pronouncements” below.

Year Ended December 31,

(In millions,except per share amounts) 2004 2003 2002

Net income, as reported $337.2 $298.5 $263.4

Stock-based employee compen-

sation expense included in 

reported net income, 

net of related tax effects 12.8 14.2 14.0

Total stock-based compensation 

expense determined under fair

value method for all awards, 

net of related tax effects (34.7) (51.1) (60.5)

Pro forma net income $315.3 $261.6 $216.9

Net income available 

per common share:

Basic – as reported $ 2.09 $ 1.78 $ 1.50

Basic – pro forma $ 1.96 $ 1.56 $ 1.23

Diluted – as reported $ 2.08 $ 1.77 $ 1.45

Diluted – pro forma $ 1.94 $ 1.55 $ 1.19

The pro forma amounts in the preceding table were 
estimated using the Black-Scholes option-pricing model 
with the following weighted average assumptions:

Year Ended December 31,  

2004 2003 2002

Expected life in years 6 6 6

Expected volatility 48.0% 48.3% 46.1%

Annual dividend paid per share $ 0.25 $0.25 $ 0.22

Risk free interest rate 3.3% 3.1% 4.5%

Fair value of options granted 

during year $16.28 $9.63 $13.53

Earnings per Share: Basic earnings per share is computed
based only on the weighted average number of common shares
outstanding for each period presented. Diluted earnings per
share reflects the potential dilution that would have occurred 
if securities or other contracts to issue common stock were
exercised, converted, or resulted in the issuance of common
stock that would have then shared in the earnings of the entity. 

Notes to Consolidated Financial Statements continued
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The following table reconciles the numerator and denominator used in the basic and diluted earnings per share calculations.

Year Ended December 31, 

2004 2003 2002

Income Shares Per Share Income Shares Per Share Income Shares Per Share

(In millions, except per share amounts) (Numerator) (Denominator) Amount (Numerator) (Denominator) Amount (Numerator) (Denominator) Amount

Net income $337.2 $298.5 $263.4

Less: Preferred stock dividends – – (4.5)

Basic EPS
Net income available to common stockholders 337.2 161.0 $2.09 298.5 167.7 $1.78 258.9 173.0 $1.50

Effect of dilutive securities:

Plus dividends on Series B preferred stock – – 4.5

Additional contribution required if preferred         

stock had been converted – – – – (3.3) 5.3

Stock options 1.5 1.2 1.0

Diluted EPS
Net income available to common stockholders 

plus assumed conversions $337.2 162.5 $2.08 $298.5 168.9 $1.77 $260.1 179.3 $1.45

Inventories: Our inventories are stated at the lower of cost
(principally based on average cost) or market value and are
comprised primarily of finished goods. 

Property, Plant and Equipment: We state our property, plant
and equipment at cost, less accumulated depreciation and
amortization. For financial reporting purposes, depreciation
and amortization are primarily calculated using the straight-
line method, which amortizes the cost of the assets over their
estimated useful lives. When we sell or retire depreciable
assets, we remove the related cost and accumulated depreci-
ation from our accounts and we recognize gains and losses.
Major additions and betterments are capitalized. Maintenance
and repairs which do not materially improve or extend the
lives of the respective assets are charged to operations as we
incur these expenses. 

Capitalized Software Costs: We capitalize qualifying costs
related to developing internal-use software. Capitalization of
costs begins after the conceptual formulation stage has been
completed. Capitalized costs are amortized over the estimated
useful life of the software, which ranges between three and
five years. Capitalized software costs at December 31, 2004,
2003 and 2002, totaled $42.6 million, $37.9 million and $43.8
million, net of accumulated amortization of $65.8 million,
$53.3 million and $39.0 million, respectively.

Impairment of Long-Lived Assets: We review long-lived assets
(primarily property, plant and equipment, goodwill and intan-
gibles) held and used by us or to be disposed of for impair-

Options to purchase 10.9 million, 16.8 million and 18.1 million
shares of common stock in 2004, 2003 and 2002, respectively,
were not included in the computation of diluted earnings per
common share because the option exercise price was greater
than the average market price of the common stock during the
year and the effect of their inclusion would be anti-dilutive.

Cash and Cash Equivalents: Cash on hand in stores, deposits
in banks and all highly liquid investments with an original or
remaining maturity of three months or less at the time of pur-
chase are considered cash and cash equivalents. We carry
our cash equivalents at cost, which approximates fair value
because of the short maturity of the instruments. The weight-
ed average interest rates were 2.2% and 1.0% at December
31, 2004 and 2003, respectively, for cash equivalents totaling
$386.2 million and $566.4 million, respectively.

Accounts Receivable and Allowance for Doubtful Accounts:
Concentrations of credit risk with respect to customer and
dealer receivables are limited due to the large number of cus-
tomers, dealers and their location in many different geographic
areas of the country. However, we do have some concentra-
tion of credit risk from service providers in the wireless tele-
phone industry, due to sales of their products and services.
We establish an allowance for doubtful accounts based on fac-
tors surrounding the credit risk of specific customers, histori-
cal trends and other information and, historically, such losses,
in the aggregate, have not exceeded our expectations.
Account balances are charged against the allowance when we
believe it is probable that the receivable will not be recovered.

Notes to Consolidated Financial Statements
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ment whenever events or changes in circumstances indicate
that the net book value of the asset may not be recoverable.
Pursuant to the provisions of SFAS No. 142, “Goodwill and
Other Intangible Assets,” goodwill and intangible assets are
not amortized, but are reviewed annually at the end of our 
fiscal year for impairment (and in interim periods if certain
events occur indicating that the carrying value of goodwill
and intangible assets may be impaired).

Goodwill and Intangibles: Goodwill represents the excess 
of the purchase price over the fair value of net assets
acquired. At December 31, 2004, our net goodwill balance
totaled $26.8 million, comprised primarily of goodwill
resulting from the acquisition of the SAM’S CLUB kiosk
business effective October 1, 2004. Additionally, we had
$25.2 million in intangible assets arising from the SAM’S
CLUB kiosk business acquisition.

Fair Value of Financial Instruments: The fair value of financial
instruments is determined by reference to various market data
and other valuation techniques as appropriate. Unless other-
wise disclosed, the fair values of financial instruments approx-
imate their recorded values, due primarily to the short-term
nature of their maturities or their varying interest rates.

Income Taxes: Income taxes are accounted for using the asset
and liability method. Deferred taxes are recognized for the tax
consequences of “temporary differences” by applying enact-
ed statutory tax rates applicable to future years to differences
between the financial statement carrying amounts and the tax
bases of existing assets and liabilities. The effect on deferred
taxes of a change in tax rates is recognized in income in the
period that includes the enactment date. In addition, we rec-
ognize future tax benefits to the extent that such benefits are
more likely than not to be realized.

Derivatives: We use our interest rate swap agreements to
effectively convert a portion of our long-term fixed rate debt
to a variable rate. Under these agreements, we pay a variable
rate of LIBOR plus a markup and receive fixed rates ranging
from 6.950% to 7.375%. We have designated these agree-
ments as fair value hedging instruments. The accounting for
changes in the fair value of an interest rate swap depends on
the use of the swap. To the extent that a derivative is effective
as a hedge of an exposure to future changes in fair value, the
change in the derivative's fair value is recorded in earnings, as
is the change in fair value of the item being hedged. To the
extent that a swap is effective as a cash flow hedge of an
exposure to future changes in cash flows, the change in fair
value of the swap is deferred in accumulated other compre-
hensive income. Any portion we consider to be ineffective is
immediately reported in our earnings. The differentials to be

received or paid under interest rate swap contracts designat-
ed as hedges are recognized in income over the life of the
contracts as adjustments to interest expense. Gains and loss-
es on terminations of interest rate contracts designated as
hedges are deferred and amortized into interest expense over
the remaining life of the original contracts or until repayment
of the hedged indebtedness. Through the use of interest rate
swap agreements, we have reduced our net interest expense
by $8.7 million, $7.8 million and $5.1 million for the years
ended December 31, 2004, 2003 and 2002, respectively.

We maintain strict internal controls over our hedging activi-
ties, which include policies and procedures for risk assess-
ment and the approval, reporting and monitoring of all deriva-
tive financial instrument activities. We monitor our hedging
positions and credit worthiness of our counter-parties and do
not anticipate losses due to our counter-parties’ nonperfor-
mance. We do not hold or issue derivative financial instru-
ments for trading or speculative purposes. To qualify for
hedge accounting, derivatives must meet defined correlation
and effectiveness criteria, be designated as a hedge and
result in cash flows and financial statement effects that sub-
stantially offset those of the position being hedged.

Foreign Currency Translation: The functional currency of sub-
stantially all operations outside the U.S. is the applicable local
currency. Translation gains or losses related to net assets
located outside the United States are included as a compo-
nent of accumulated other comprehensive loss and are classi-
fied in the stockholders’ equity section of the accompanying
Consolidated Balance Sheets.

Comprehensive Income: Comprehensive income is defined as
the change in equity (net assets) of a business enterprise dur-
ing a period, except for those changes resulting from invest-
ments by owners and distributions to owners. Comprehensive
income is comprised of the gain (loss) on an interest rate
swap used as a cash flow hedge and foreign currency transla-
tion adjustments, which are shown net of tax in our accompa-
nying Consolidated Statements of Stockholders' Equity.

Recently Issued Accounting Pronouncements: In December
2003, the Financial Accounting Standards Board (the “FASB”)
issued revised FIN 46, “Consolidation of Variable Interest
Entities, an Interpretation of Accounting Research Bulletin No.
51” (“FIN 46R”). FIN 46R requires the consolidation of an entity
in which an enterprise absorbs a majority of the entity's expect-
ed losses, receives a majority of the entity's expected residual
returns, or both, as a result of ownership, contractual or other
financial interests in the entity (variable interest entities or
“VIEs”). FIN 46R is applicable for financial statements of public
entities that have interests in VIEs or potential VIEs referred to
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adoption of this statement to have a material impact on 
our financial condition or results of operations.

N O T E  3 Accounts and Notes Receivable, Net

As of December 31, 2004 and 2003, we had the following
accounts and notes receivable outstanding in the accompany-
ing Consolidated Balance Sheets:

December 31,

( In mil l ions) 2004 2003

Receivables from vendors and service providers $131.4 $ 92.3

Trade accounts receivable 80.6 75.6

Other receivables 30.4 18.6

Allowance for doubtful accounts (1.4) (4.1)

Accounts and notes receivable, net $241.0 $182.4

Receivables from vendors and service providers relate to mar-
keting development funds, residual income, customer acquisi-
tion fees, rebates and other promotions from our third-party
service providers and product vendors, after taking into account
estimates for service providers’ customer deactivations and
non-activations, which are factors in determining the amount 
of customer acquisition fees and residual income earned.

Allowance for Doubtful Accounts
December 31,

( In mil l ions) 2004 2003 2002

Balance at the beginning of the year $4.1 $7.4 $6.8

(Recovery of) provision for bad 

debts included in selling, general 

and administrative expense (0.3) 0.4 4.7

Uncollected receivables written off,

net of recoveries (2.4) (3.7) (4.1)

Balance at the end of the year $1.4 $4.1 $7.4

N O T E  4 Property, Plant and Equipment (“PP&E”), Net

The following table outlines the ranges of estimated useful
lives and balances of each major fixed asset category:

Range Of December 31,       

( In mil l ions) Estimated Useful Life 2004 2003

Land – $ 35.1 $ 35.0

Buildings 10 – 40 years 288.5 169.1

Furniture, fixtures 

and equipment 2 – 15 years 704.1 631.8

Leasehold improvements The shorter of the life 

of the improvements 

or the term of the re-

lated lease and certain 

renewal periods 356.7 345.8

Total PP&E 1,384.4 1,181.7

Less accumulated depreciation  

and amortization (732.4) (668.6)

PP&E, net $ 652.0 $ 513.1

as special-purpose entities for periods ending after December
31, 2003. Applications by public entities for all other types of
entities are required in financial statements for periods ending
after March 15, 2004. The application of FIN 46R did not have a
material impact on our results of operations, financial position
or liquidity, and does not apply to our dealer outlets.  

In December 2004, the FASB issued SFAS No. 123R. SFAS
No. 123R establishes standards for the accounting for trans-
actions in which an entity exchanges its equity instruments
for goods or services. This Statement focuses primarily on
accounting for transactions in which an entity obtains
employee services in share-based payment transactions.
SFAS No. 123R requires that the fair value of such equity
instruments be recognized as an expense in the historical
financial statements as services are performed. Prior to SFAS
No. 123R, only certain pro forma disclosures of fair value
were required. We will adopt the provisions of SFAS No.
123R beginning with the third quarter of fiscal year 2005,
which begins on July 1, 2005. We intend to elect the modi-
fied prospective transition method which will require that we
recognize compensation expense for all new and unvested
share-based payment awards from the effective date. Based
on our preliminary analysis of SFAS No. 123R, we anticipate
that the after-tax impact of adoption on our results of opera-
tions for the six months ending December 31, 2005, will be
an expense of approximately $6.8 million.

During fiscal year 2004, we adopted Emerging Issues Task
Force (“EITF”) Issue No. 03-10, “Application of Issue No. 02-
16 by Resellers to Sales Incentives Offered to Consumers by
Manufacturers,” which amends EITF No. 02-16. According to
the amended guidance, if certain criteria are met, considera-
tion received by a reseller in the form of reimbursement from
a vendor for honoring the vendor's sales incentives offered
directly to consumers (i.e., manufacturers' coupons) should
not be recorded as a reduction of the cost of the reseller's
purchases from the vendor. The adoption of EITF No. 03-10
did not materially impact our results of operations, financial
position or liquidity in fiscal year 2004.

In November 2004, the FASB issued SFAS No. 151,
“Inventory Costs.” The new Statement amends Accounting
Research Bulletin No. 43, Chapter 4, “Inventory Pricing,” to
clarify the accounting for abnormal amounts of idle facility
expense, freight, handling costs, and wasted material. SFAS
151 requires that these items be recognized as current-period
charges and requires that allocation of fixed production over-
head to the cost of conversion be based on the normal capac-
ity of the production facilities. This statement is effective for
fiscal years beginning after June 15, 2005. We do not expect
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During 2004, we substantially completed construction of our
new corporate campus. These expenditures, including capital-
ized interest of $6.6 million and $2.6 million for the years
2004 and 2003, respectively, are the principal reasons for the
increases in buildings and furniture, fixtures and equipment.

From time to time, we enter into store operating lease 
agreements that provide for landlord-funded construction
allowances for the purchase and installation of leasehold
improvements. Prior to January 2004, we accounted for these
construction allowances as a reduction of leasehold improve-
ments; however, beginning January 1, 2004 all construction
allowances received were recorded as deferred rent and are
ratably amortized as a reduction of rent expense over the
lease term. We believe our prior accounting for construction
allowances had no material impact on our consolidated 
financial statements for 2003 and 2002, and therefore no
accounting adjustments are necessary or have been made.

N O T E  5 Other Assets, Net
December 31,

( In mil l ions) 2004 2003

Notes receivable $10.6 $ 9.8

Goodwill 26.8 2.9

Deferred income taxes – 22.2

Intangibles 19.9 –

Other 32.3 29.3

Total other assets, net $89.6 $64.2

The increase in goodwill and intangibles was the result of 
the acquisition of the SAM’S CLUB kiosk business.

The changes in the carrying amount of goodwill are as follows:

(In mil l ions)

Balance at December 31, 2003 $ 2.9

WRI asset acquisition 23.1

Other, net 0.8

Balance at December 31, 2004 $26.8

During the third quarter of fiscal year 2004, we acquired 
certain assets and assumed certain liabilities of Wireless
Retail, Inc. (“WRI”). These assets included wireless kiosks
and inventory located within SAM’S CLUB retail locations.
This acquisition enables us to leverage our retail support
infrastructure to expand into other retail channels more 
rapidly. The acquisition was accounted for using the pur-
chase method of accounting as prescribed in SFAS No. 141,
“Business Combinations” (“SFAS No. 141”). In accordance
with SFAS No. 141, the purchase price was allocated to the
assets acquired and liabilities assumed based on estimates 
of their respective fair values at the date of acquisition. 

Fair values were determined principally by independent valu-
ations and supported by internal studies. The total purchase
price of $59.1 million was allocated primarily to fixed assets,
goodwill and a separately identifiable intangible asset, which
is our contract with SAM’S CLUB. The preliminary purchase
price allocation to goodwill was $23.1 million and to intangi-
bles was $25.2 million. Although the purchase price alloca-
tion is preliminary, we do not anticipate any significant
adjustments at the finalization of this process. If necessary,
however, we may record adjustments to these intangible bal-
ances in subsequent periods. 

This SAM’S CLUB intangible is being amortized over five years
and the estimated amortization for years ended December 31,
2005, 2006, 2007, 2008, and 2009 is $5.3 million, $5.3 million,
$5.3 million, $5.3 million, and $4.0 million, respectively. 

N O T E  6 Impairment of Long-Lived Assets

AmeriLink was acquired in 1999 to provide us with residential
installation capabilities for the technologies and services
offered in our retail stores. From the time of its acquisition,
AmeriLink incurred operating losses and negative cash flows.
In 2000 and in 2001, we attempted to restructure and reor-
ganize AmeriLink, but due to the overall slowdown in the
economy and the market decline for professionally installed
home Internet connectivity services, AmeriLink continued to
report losses. During the fourth quarter of 2001, we prepared
a revised analysis of estimated future cash flows for
AmeriLink, which indicated that its long-lived assets were
impaired. The carrying value of AmeriLink's long-lived assets
(principally goodwill and fixed assets) exceeded the discount-
ed present value of the estimated future cash flows by
approximately $37.0 million. An impairment of goodwill for
that amount was recorded for 2001. As a result of continued
difficulties in the DTH business and a refocus during the
fourth quarter of 2002 on our satellite installation strategy,
together with a revised cash flow projection for our overall
installation business, we determined that the remaining long-
lived assets associated with AmeriLink were impaired. We
compared the carrying value of these long-lived assets with
their fair value and determined that the remaining goodwill
balance of $8.1 million was impaired and we, therefore,
recorded an impairment charge for this amount in the accom-
panying 2002 Consolidated Statement of Income. As of
December 31, 2002, there was no remaining goodwill on our
balance sheet related to AmeriLink. In September 2003, we
sold AmeriLink, resulting in a loss of $1.8 million which was
recorded in other income in our Consolidated Statement of
Income for 2003. 
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There were no significant impairments for the year ended
December 31, 2004.

N O T E  7 Indebtedness and Borrowing Facilities

Short-Term Debt, Including Current Maturities 
of Long-Term Debt

December 31,

( In mil l ions) 2004 2003

Short-term debt $22.7 $36.8

Financing obligation 32.3 –

Current portion of long-term debt – 39.5

Current portion of capital lease obligations 0.6 0.2

Fair value of interest rate swaps – 0.9

Total short-term debt, including 

current maturities of long-term debt $55.6 $77.4

Long-Term Debt, Excluding Current Maturities

December 31,

( In mil l ions) 2004 2003

Ten-year 7 3/8% note payable due in 2011 $350.0 $350.0

Ten-year 6.95% note payable due in 2007 150.0 150.0

Medium-term notes payable with an 

interest rate at December 31, 2004, 

of 6.42% due in 2008 5.0 44.5

Financing obligation 32.3 32.3

Notes payable with interest rates 

at December 31, 2004, ranging from 

1.6% to 2.9% due from 2006 to 2014 6.1 6.1

Capital lease obligations 0.6 0.3

Unamortized debt issuance costs (4.7) (5.8)

Fair value of interest rate swaps 0.5 4.5

539.8 581.9

Less current portion of:

Notes payable – 39.5

Financing obligation 32.3 –

Fair value of interest rate swaps – 0.9

Capital lease obligations 0.6 0.2

32.9 40.6

Total long-term debt, 

excluding current maturities $506.9 $541.3

Long-term borrowings and financing obligation outstanding 
at December 31, 2004, mature as follows:

Long-Term Capital Financing 

(In millions) Borrowings Lease Obligation Total

2005 $ – $0.6 $32.3 $ 32.9
2006 5.1 – – 5.1
2007 150.0 – – 150.0
2008 5.0 – – 5.0
2009 – – – –
2010 and thereafter 351.0 – – 351.0
Total $511.1 $0.6 $32.3 $544.0

The fair value of our long-term debt of $544.0 million and
$583.2 million at December 31, 2004 and 2003, respectively,
(including current portion, but excluding capital leases) was
approximately $629.7 million and $656.7 million, respectively.
The fair values were computed using interest rates which were
in effect at the balance sheet dates for similar debt instruments.

Our senior unsecured debt primarily consists of two
issuances of 10-year long-term notes and an issuance of
medium-term notes. 

Long-Term Notes: We have a $300.0 million debt shelf regis-
tration statement which became effective in August 1997. In
August 1997, we issued $150.0 million of 10-year unsecured
long-term notes under this shelf registration. The interest rate
on the notes is 6.95% per annum with interest payable on
September 1 and March 1 of each year. These notes are due
September 1, 2007.

On May 11, 2001, we issued $350.0 million of 10-year 7 3/8%
notes in a private offering to initial purchasers who in turn
offered the notes to qualified institutional buyers under SEC
Rule 144A. The annual interest rate on the notes is 7.375%
per annum with interest payable on November 15 and May 15
of each year. The notes mature on May 15, 2011. In August
2001, under the terms of an exchange offering filed with the
SEC, we exchanged substantially all of these notes for a simi-
lar amount of publicly registered notes. Because no additional
debt was issued in the exchange offering, the net effect of
this exchange was that no additional debt was issued, and
substantially all of the notes were registered with the SEC.

During the third quarter of 2001, we entered into an interest
rate swap agreement with underlying notional amount of
$110.5 million with a maturity in 2007. In June and August
2003, we entered into interest rate swap agreements with
underlying notional amounts of debt of $100.0 million and
$50.0 million, respectively, and both with maturities in May
2011. These swaps effectively convert a portion of our long-
term fixed rate debt to a variable rate. We entered into these
agreements to balance our fixed versus floating rate debt port-
folio to continue to take advantage of lower short-term interest
rates. Under these agreements, we have contracted to pay a
variable rate of LIBOR plus a markup and to receive a fixed
rate of 6.95% for the swap entered into in 2001 and 7.375%
for the swaps entered into in 2003. We have designated these
agreements as fair value hedging instruments. We recorded an
amount in other assets, net, of $5.4 million and $4.5 million
(their fair value) at December 31, 2004 and 2003, respectively,
for the swap agreements and adjusted the fair value of the
related debt by the same amount. Fair value was computed
based on the market’s current anticipation of quarterly LIBOR
rate levels from the present until the swaps’ maturity.
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Medium-Term Notes: We also issued, in various amounts and
on various dates from December 1997 through September
1999, medium-term notes totaling $150.0 million under the
shelf registration described above. At December 31, 2004,
$5.0 million of these notes remained outstanding. The interest
rate at December 31, 2004, for the outstanding $5.0 million in
medium-term notes was 6.42%. These notes have a maturity 
in 2008. As of December 31, 2004, there was no availability
under this shelf registration.

Short-Term Borrowing Facilities

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Domestic seasonal bank credit lines 

and bank money market lines:

Lines available at year end $600.0 $700.0 $705.0

Loans outstanding at year end – – –

Weighted average interest 

rate at year end – – –  

Weighted average loans 

outstanding $ – $ – $ –

Weighted average interest 

rate during year – – –

Short-term foreign credit lines:

Lines available at year end $ 7.2 $ 7.2 $ 15.8

Loans outstanding at year end – – –  

Weighted average interest 

rate at year end – – –  

Weighted average loans 

outstanding $ – $ – $ –

Weighted average interest 

rate during year – – 2.1%

Letters of credit and banker’s 

acceptance lines of credit:

Lines available at year end $168.5 $162.7 $167.4

Acceptances outstanding 

at year end – – –

Letters of credit open against 

outstanding purchase 

orders at year end $ 30.3 $ 20.0 $ 26.4

Commercial paper credit facilities:

Commercial paper outstanding 

at year end $ – $ – $ –

Weighted average interest 

rate at year end – – –

Weighted average commercial paper   

outstanding $ – $ – $ 0.1

Weighted average interest 

rate during year – – 2.0%

Our short-term credit facilities, including revolving credit lines,
are summarized in the accompanying short-term borrowing
facilities table above. The method used to compute averages
in the short-term borrowing facilities table is based on a daily
weighted average computation that takes into consideration
the time period such debt was outstanding, as well as the
amount outstanding. Our financing, primarily short-term 
debt, if utilized, would consist primarily of commercial paper,
which is described in more detail below.

Commercial Paper: We have access to short-term debt instru-
ments, such as commercial paper issuances, available to 
supplement our short-term financing needs. The commercial
paper program, when utilized, has a typical maturity of 90
days or less. The amount of commercial paper that can be out-
standing is limited to a maximum of the unused portion of our
$600 million revolving credit facilities described in more detail
below. We currently have no commercial paper outstanding.

Credit Facilities: In the second quarter of 2004, we replaced
our existing $300.0 million 364-day revolving credit facility
with a new five-year credit facility maturing in June 2009.
The terms of this revolving credit facility are substantially
similar to the previous facility. This credit facility, in addition
to our existing $300.0 million five-year credit facility which
expires in June 2007, will support our commercial paper
borrowings and is otherwise available for general corporate
purposes. As of December 31, 2004, there were no out-
standing borrowings under these credit facilities. Our out-
standing debt and bank syndicated credit facilities have 
customary covenants, and we were in compliance with
these covenants as of December 31, 2004.

Other Indebtedness: We established an employee stock own-
ership trust in June 1990. Further information on the trust and
its related indebtedness, which we guaranteed, is detailed in
the discussion of the RadioShack 401(k) Plan in Note 19.

In the second quarter of 2002, we sold and leased back our
corporate technology center building, recording this transac-
tion as a financing obligation, because we retained certain
responsibilities during the lease term. Under a financing obli-
gation, the associated assets remain on our balance sheet.
This obligation has a three-year term expiring in 2005 with
renewal options. The lessors are unrelated third-parties. We
entered into this transaction in contemplation of and to facili-
tate the relocation of our corporate headquarters to a new
custom-built corporate campus, which was substantially com-
plete at December 31, 2004. We began to occupy the new
campus in the fourth quarter of 2004 and will be completed
in the first quarter of 2005.
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N O T E  8 Treasury Stock Retirement

In December 2003, our Board of Directors approved the
retirement of 45.0 million shares of our common stock held
as treasury stock. These shares returned to the status of
authorized and unissued. Additional details of the transaction
may be seen in our 2003 Consolidated Statement of
Stockholders’ Equity.

N O T E  9 Accrued Expenses and Other Current Liabilities 

December 31,

( In mil l ions) 2004 2003

Payroll and bonuses $ 86.0 $ 76.7

Insurance 74.8 70.0

Sales and payroll taxes 39.5 45.5 

Rent 22.7 17.4

Gift card deferred revenue 18.8 14.3

Other 100.3 119.1

Total accrued expenses and 

other current liabilities $342.1 $343.0

N O T E  1 0 Other Non-Current Liabilities

December 31,

( In mil l ions) 2004 2003

Deferred compensation $ 78.2 $75.2

Deferred revenue 30.6 –

Deferred taxes 13.5 –

Other 8.0 –

Total other non-current liabilities $130.3 $75.2

Deferred revenue at December 31, 2004 was the result of 
us receiving funds from wireless vendors in conjunction with
the acquisition of the SAM’S CLUB kiosk business.

N O T E  1 1 Business Restructurings

At December 31, 2004, the balance in the restructuring
reserve related to the closure in 1996 and 1997 of various
McDuff, Computer City and Incredible Universe retail stores
was $5.1 million. This reserve represents the expected costs
to be paid in connection with the remaining real estate lease
obligations. If these facilities’ sublease income declines in
their respective markets or if it takes longer than expected 

to sublease or dispose of these facilities, the actual losses
could exceed this reserve estimate. Costs will continue to 
be incurred over the remaining terms of the related leases.
During the year ended December 31, 2004, costs of $11.9
million were charged against this reserve, principally relating
to the settlement of one location in Miami, Florida.

N O T E  1 2 Gain on Contract Termination

RadioShack and Microsoft Corporation mutually agreed dur-
ing 2002 to terminate their agreement and settle the remain-
ing commitments each had to one another. The termination 
of this agreement took effect at the start of the fourth quarter
of 2002, upon satisfaction of several contractual obligations.
The net financial result was an $18.5 million gain (principally
cash received), driven primarily by the settlement of a 
multi-year obligation Microsoft had to connect our stores 
with broadband capabilities.

N O T E  1 3 Income Taxes

Deferred tax assets and liabilities as of December 31, 2004
and 2003, were comprised of the following:

December 31,

( In mil l ions) 2004 2003

Deferred tax assets:

Insurance reserves $24.3 $22.4

Deferred compensation 25.5 23.8

Inventory adjustments, net 1.6 6.5

Restructuring reserves 2.6 6.5

Bad debt reserve 0.5 1.6

Other 12.9 29.0

Total deferred tax assets 67.4 89.8

Deferred tax liabilities:

Deferred taxes on foreign operations 16.2 14.5

Depreciation and amortization 24.1 10.3

Other 3.8 3.1

Total deferred tax liabilities 44.1 27.9

Net deferred tax assets $23.3 $61.9

The net deferred tax asset is classified as follows: 

Other current assets $36.8 $39.7

Other (non-current liabilities) assets (13.5) 22.2

Net deferred tax assets $23.3 $61.9
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The components of the provision for income taxes and a 
reconciliation of the U.S. statutory tax rate to our effective
income tax rate are given in the two accompanying tables.

Income Tax Expense (Benefit)
Year Ended December 31,

( In mil l ions) 2004 2003 2002

Current:

Federal $140.6 $117.5 $127.3

State 21.1 21.9 13.3

Foreign 4.6 3.3 3.3

166.3 142.7 143.9

Deferred:

Federal 36.1 33.5 17.5

State 2.5 (1.9) 0.1

38.6 31.6 17.6

Provision for income taxes $204.9 $174.3 $161.5

Statutory vs. Effective Tax Rate
Year Ended December 31,

( In mil l ions) 2004 2003 2002

Components of income from

continuing operations:

United States $520.3 $456.5 $408.8

Foreign 21.8 16.3 16.1

Income before income taxes 542.1 472.8 424.9

Statutory tax rate x 35.0% x 35.0% x 35.0%

Federal income tax expense 

at statutory rate 189.7 165.5 148.7

State income taxes, 

net of federal benefit 15.4 13.0 8.7

Non-deductible goodwill – – 2.8

Other, net (0.2) (4.2) 1.3

Total income tax expense $204.9 $174.3 $161.5

Effective tax rate 37.8% 36.9% 38.0%

We anticipate that we will generate sufficient pre-tax income
in the future to realize the full benefit of U.S. deferred tax
assets related to future deductible amounts. Accordingly, a
valuation allowance was not required at December 31, 2004 
or 2003. Our tax returns are subject to examination by taxing
authorities in various jurisdictions. The Internal Revenue
Service is currently in the process of concluding its examina-
tion of our federal income tax returns for the taxable years

from 1993 through 2001. Several states are also currently in
the process of examining our state income tax returns. We
record tax reserves based on our best estimate of current 
tax exposures in the relevant jurisdictions. While we believe
that the reserves recorded in the consolidated financial state-
ments accurately reflect our tax exposures, our actual tax lia-
bilities may ultimately differ from those estimates if we prevail
in matters for which accruals have been established, or if taxing
authorities successfully challenge the tax treatment upon which
our management has based its estimates. Accordingly, our
effective tax rate for a particular period may materially change.

The American Jobs Creation Act of 2004 (“AJC Act”) was
signed into law on October 22, 2004, and provides a one-time
elective incentive to repatriate foreign earnings by providing an
85% dividends received deduction, reducing the effective fed-
eral income tax rate on such earnings from 35% to 5.25%. The
earnings must be reinvested in the U.S. under a qualified plan
that has been approved by our CEO and Board of Directors. We
are currently assessing the impact that the AJC Act might have
with respect to our foreign earnings, primarily in Asia. We are
unable to quantify any tax benefit that might be received from
the repatriation of our foreign earnings in the future, or the
effect this repatriation might have on our effective tax rate.
However, we do not expect that any repatriation would 
materially affect our results of operations or financial position. 

N O T E  1 4 Litigation

On July 28, 2003, we received payment of $15.7 million
resulting from the favorable settlement of a lawsuit we had
previously filed. We recorded this settlement in the accompa-
nying Consolidated Statement of Income in the third quarter
of 2003 as other income of $10.7 million, net of legal expens-
es of $5.0 million paid as a result of the lawsuit.

In October 2002, a court approved the final settlement of
$29.9 million in a class action lawsuit, which was originally
filed in March 2000 in Orange County, California. Actual pay-
ments under this lawsuit totaled $29.0 million. The lawsuit
related to the alleged miscalculation of overtime wages for
certain of our former and current employees in that state.
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Additionally, in the second quarter of 2002, we received pay-
ments of $27.7 million in partial settlement of amounts owed
to us under a tax sharing agreement that was the subject of
an arbitration styled Tandy Corporation and T.E. Electronics,
Inc. vs. O’Sullivan Industries Holdings, Inc. This partial settle-
ment followed a ruling in RadioShack’s favor by the arbitra-
tion panel. This arbitration was commenced in July 1999 and
the settlement also requires O’Sullivan to make ongoing pay-
ments under this tax sharing agreement that was entered into
by the parties at the time of O’Sullivan’s initial public offering.

We are currently a party to various class action lawsuits 
alleging that we misclassified certain RadioShack store man-
agers as exempt from overtime in violation of the Fair Labor
Standards Act, including a lawsuit styled Alphonse L. Perez,
et al. v. RadioShack Corporation, filed in the United States
District Court for the Northern District of Illinois. While the
alleged damages in these lawsuits are undetermined, they
could be substantial. We believe that we have meritorious
defenses, and we are vigorously defending these cases.
Furthermore, we fully expect these cases to be favorably
determined as a matter of federal law. If, however, an adverse
resolution of any of these lawsuits occurs, we believe they
could have a material adverse effect on our results of opera-
tions for the year in which resolution occurs. However, we 
do not believe that such an adverse resolution would have 
a material impact on our financial condition or liquidity. The 
liability, if any, associated with these lawsuits was not deter-
minable at December 31, 2004.

We have various other pending claims, lawsuits, disputes
with third parties, investigations and actions incidental to 
the operation of our business. Although occasional adverse
settlements or resolutions may occur and negatively impact
earnings in the period or year of settlement, it is our belief
that their ultimate resolution will not have a material adverse
effect on our financial condition or liquidity.

N O T E  1 5 Commitments and Contingent Liabilities

Lease Commitments: We lease rather than own most of our
facilities. Our lease agreements expire at various dates
through January 2016. Some of these leases are subject to
renewal options and provide for the payment of taxes, insur-
ance and maintenance. Our retail locations comprise the
largest portion of our leased facilities. These locations are 
primarily in major shopping malls and shopping centers
owned by other companies. Some leases are based on a 
minimum rental plus a percentage of the store's sales in
excess of a stipulated base figure (“Contingent Rent”). 
Certain leases contain escalation clauses. We also lease 
distribution centers and office space. Additionally, we lease
automobiles and information systems equipment.

Future minimum rent commitments at December 31, 2004,
under long-term non-cancelable operating leases (net of
immaterial amounts of sublease rent income) are included 
in the following table.

(In mil l ions)

2005 $182.3
2006 155.0
2007 115.2
2008 81.3
2009 55.1
2010 and thereafter 80.6
Total minimum lease payments $669.5

Future minimum rent commitments in the table above exclude
future rent obligations associated with stores closed under 
the 1996 and 1997 restructuring plan. Estimated payments 
to settle future rent obligations associated with these stores
have been accrued in the restructuring reserve (see Note 10).

Rent Expense
Year Ended December 31,

( In mil l ions) 2004 2003 2002

Minimum rents $203.0 $201.4 $197.0

Occupancy cost 45.3 44.3 43.9

Contingent rents 11.1 4.4 4.0

Total rent expense $259.4 $250.1 $244.9

From time to time, we enter into store operating leases that
provide for free or reduced rental periods, usually during the
finish-out of our retail locations before the store opens for
business. These periods are commonly referred to as “rent
holidays” and average 60 days. Prior to January 2005, we did
not recognize straight-line rent expense during the pre-open-
ing rent holiday period but rather began recording rent
expense from the day the store opened. Beginning January 1,
2005, we have changed our accounting policy by including
the rent holiday period in our straight-line rent calculation. 
We do not believe that this change in policy will have a mate-
rial effect on our future consolidated statements of income 
or balance sheets, and will have no effect on our cash flows.
Furthermore, we believe that the impact of our prior account-
ing for pre-opening rent holiday periods on current and 
prior periods is immaterial and therefore no accounting
adjustments are necessary or have been made.

Contingent Liabilities: We have contingent liabilities related 
to retail leases of locations which were assigned to other 
businesses. The majority of these contingent liabilities relate 
to various lease obligations arising from leases that were
assigned to CompUSA, Inc. as part of the sale of our
Computer City, Inc. subsidiary to CompUSA, Inc. in August
1998. In the event CompUSA or the other assignees, as 
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applicable, are unable to fulfill these obligations, we would 
be responsible for rent due under the leases. Our rent expo-
sure from the remaining undiscounted lease commitments
with no projected sublease income is approximately $154 
million. However, we have no reason to believe that CompUSA
or the other assignees will not fulfill their obligations under
these leases or that we would be unable to sublet the 
properties; consequently, we do not believe there will be a
material impact on our consolidated financial statements as 
a result of the eventual resolution of these lease obligations.

Purchase Obligations: We have purchase obligations of
$485.9 million at December 31, 2004, which include our
product commitments, marketing agreements and freight
commitments. Of this amount, $464.2 million relates to 2005.

N O T E  1 6 Stock Options and Performance Awards

We have implemented several plans to award employees stock-
based compensation. Under the Incentive Stock Plans (“ISPs”)
described below, the exercise price of options must be equal to
or greater than the fair market value of a share of our common
stock on the date of grant. The 1997, 1999 and 2001 ISPs each
terminate after ten years; no option or award may be granted
under the ISPs after the ISP termination date. The Management
Development and Compensation Committee of our Board of
Directors specifies the terms for grants of options under these
ISPs; terms of these options may not exceed 10 years. Grants 
of options generally vest over three years and grants typically
have a term of seven or 10 years. Option agreements issued
under the ISPs generally provide that, in the event of a change
in control, all options become immediately and fully exercisable.
Repricing or exchanging options for lower priced options is not
permitted under the ISPs without shareholder approval.

In 2004 the stockholders approved the RadioShack 2004
Deferred Stock Unit Plan for Non-Employee Directors
(“Deferred Plan”). The Deferred Plan replaced the one-time 
and annual stock option grants to non-employee directors
(“Directors”) as specified in the 1997, 1999 and 2001 ISPs.
New Directors will receive a one-time grant of 5,000 deferred
stock units (“Units”) on the date they attend their first Board
meeting. Each Director who has served one year or more as of
June 1 of any year will automatically be granted 3,500 Units 
on the first business day of June of each year in which he or
she serves as a Director. Under the Deferred Plan, one-third of
the Units vest annually over three years from the date of grant.
Vesting may be accelerated under certain circumstances. At
termination of service, death, disability or change in control 
of RadioShack, Directors will receive shares of common stock
equal to the number of vested Units. Directors may receive
these shares in a lump sum or they may defer receipt of these
shares in equal installments over a period of up to ten years.

A brief description of each of our stock plans follows: 

1993 Incentive Stock Plan (“1993 ISP”): The 1993 ISP 
permitted the grant of up to 12.0 million shares in the form 
of incentive stock options (“ISOs”), non-qualified stock
options (options which are not ISOs) (“NQs”) and restricted
stock. There were no shares available on December 31, 2004,
for grants under the 1993 ISP. The 1993 ISP expired March
28, 2003, and no further grants may be made under this plan.

1994 Stock Incentive Plan (“1994 SIP”): As part of our pur-
chase of AmeriLink in 1999 (see Note 6), we assumed the
existing AmeriLink 1994 Stock Incentive Plan and certain
related agreements and agreed to convert AmeriLink’s stock
options to stock options to purchase our stock, subject to an
agreed upon exchange ratio and conversion price. Thus, the
AmeriLink 1994 SIP was assumed and adopted by us in 1999.
All options in the 1994 SIP were fully vested on the date of
transition and management has determined that no further
grants will be made under this plan; there were no shares
available for grant at December 31, 2004, under the 1994 
SIP. There were also certain restricted stock agreements that
were assumed by us at the time of acquisition. On September
10, 2003, we sold AmeriLink.

1997 Incentive Stock Plan (“1997 ISP”): The 1997 ISP permits
the grant of up to 11.0 million shares in the form of ISOs, NQs
and restricted stock. The 1997 ISP provides that the maximum
number of shares of our common stock that an eligible employ-
ee may receive in any calendar year with respect to options
may not exceed 1.0 million shares. There were 705,944 shares
available on December 31, 2004, for grants under the 1997 ISP.

1999 Incentive Stock Plan (“1999 ISP”): The 1999 ISP permits
the grant of up to 9.5 million shares in the form of NQs.
Grants of restricted stock, performance awards and options
intended to qualify as ISO’s under the Internal Revenue Code
are not authorized under the 1999 ISP. The 1999 ISP provides
that the maximum number of shares of our common stock
that an eligible employee may receive in any calendar year
with respect to options may not exceed 1.0 million shares.
There were 493,316 shares available on December 31, 2004,
for grants under the 1999 ISP.

2001 Incentive Stock Plan (“2001 ISP”): The 2001 ISP permits
the grant of up to 9.2 million shares in the form of ISOs and
NQs. The 2001 ISP provides that the maximum number of
shares of our common stock that an eligible employee may
receive in any calendar year with respect to options may not
exceed 0.5 million shares. There were 5,613,018 shares avail-
able on December 31, 2004, for grants under the 2001 ISP.
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Stock Option Activity: See tables below for a summary of stock option transactions under our stock option plans and informa-
tion about fixed price stock options.

Summary of Stock Option Transactions

2004 2003 2002

Weighted Weighted Weighted

Average Average Average

Exercise Exercise Exercise

(Share amounts in thousands) Shares Price Shares Price Shares Price

Outstanding at beginning of year 23,889 $32.85 22,816 $34.32 22,869 $34.34

Grants 1,256 34.97 3,541 21.31 1,515 28.80

Exercised (2,399) 21.17 (755) 20.72 (525) 17.50

Forfeited (1,843) 38.87 (1,713) 33.85 (1,043) 35.23

Outstanding at end of year 20,903 $33.79 23,889 $32.85 22,816 $34.32

Exercisable at end of year 17,295 $35.27 17,438 $34.99 14,227 $34.25

Fixed Price Stock Options

Options Outstanding Options Exercisable

Weighted Weighted Weighted

Shares Average Average Shares Average

(Share amounts in thousands) Outstanding at Remaining Exercise Exercisable at Exercise

Range of Exercise Prices Dec. 31, 2004 Contractual Life Price Dec. 31, 2004 Price

$ 10.05 – 23.00 3,823 4.73 years $19.69 1,873 $18.48
25.00 – 28.12 2,807 3.94 26.48 2,792 26.47
28.55 – 37.19 4,740 4.67 30.69 3,097 29.13
38.35 – 38.35 4,237 6.14 38.35 4,237 38.35
38.41 – 69.34 5,296 5.01 46.96 5,296 46.96

$ 10.05 – 69.34 20,903 4.97 years $33.79 17,295 $35.28

or stock acquired under an NQ exercise that would otherwise
vest. Cash deferrals may be made in our common stock or
mutual funds; however, restricted stock deferrals and defer-
rals of stock acquired under an NQ exercise may only be
made in our common stock. We match 12% of salary and
bonus deferrals in the form of our common stock. We will
match an additional 25% of salary and bonus deferrals if the
deferral period exceeds five years and the deferrals are invest-
ed in our common stock. Payment of deferrals will be made
in cash or our common stock in accordance with the employ-
ee’s specifications at the time of the deferral; payments to 
the employee will be in a lump sum or in annual installments
not to exceed 20 years.

We contributed $0.9 million, $0.4 million and $0.5 million to
the Compensation Plans for the years ended December 31,
2004, 2003 and 2002, respectively.

Restricted Stock: We may also use restricted stock grants 
to compensate certain of our employees. As of December 
31, 2004, no shares of restricted stock were outstanding.
Compensation expense related to restricted shares is 
recognized ratably over the related service period. There 
was no expense for the years ended December 31, 2004,
2003 or 2002.

N O T E  1 7 Deferred Compensation Plans 

The Executive Deferred Compensation Plan and the Executive
Deferred Stock Plan (“Compensation Plans”) became effective
on April 1, 1998. These plans permit employees who are cor-
porate or division officers to defer up to 80% of their base
salary and/or bonuses. Certain executive officers may defer 
up to 100% of their base salary and/or bonuses. In addition,
officers are permitted to defer delivery of any restricted stock
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N O T E  1 8 Termination Protection Plans

In August 1990 and in May 1995, our Board of Directors
approved termination protection plans and amendments to
the termination protection plans, respectively. These plans
provide for defined termination benefits to be paid to our eli-
gible employees who have been terminated, without cause,
following a change in control of our company. In addition, for
a certain period of time following an employee's termination,
we, at our expense, must continue to provide on behalf of the
terminated employee certain employment benefits. In general,
during the twelve months following a change in control, we
may not terminate or change existing employee benefit plans
in any way which would affect accrued benefits or decrease
the rate of our contribution to the plans. There have been no
payments under these protection plans for the years shown.

N O T E  1 9 RadioShack Investment Plan

On April 30, 2004, we amended our employee stock purchase
plan and renamed it the RadioShack Investment Plan (the
“Investment Plan”). Only employees participating in the 
former plan as of April 29, 2004, may participate in the
Investment Plan. New employees are not eligible to partici-
pate in the Investment Plan. Participants contribute from 1%
to 7% of their annual compensation, based on the amount of
their election in the employee stock purchase plan as of April
29, 2004. Participants may decrease, but not increase, the
amount of their election. Participants may annually elect to
receive their contributions either in the form of cash or our
common stock. We match 40%, 60% or 80% of each partici-
pant’s contribution, depending on the participant’s length of
continuous participation in the employee stock purchase plan
as of April 29, 2004. This matching contribution is in the form
of either cash or our common stock, based on the partici-
pant’s election to receive his or her contribution in cash or
common stock, as described above. Our contributions to the
Investment Plan amounted to $13.6 million, $15.4 million 
and $15.1 million for the years ended December 31, 2004,
2003 and 2002, respectively.

N O T E  2 0 RadioShack 401(k) Plan

The RadioShack 401(k) Plan (“401(k) Plan”) is a defined contri-
bution plan. Eligible employees may direct their contributions
into various investment options, including investing in our 
common stock. Participants may defer, via payroll deductions,
1% to 15% of their annual compensation; however, officers
may only defer from 1% to 8% of their annual compensation.
Contributions per participant are limited to certain annual

maximums permitted by the Internal Revenue Code. We
presently contribute an amount to each participant’s account
maintained under the 401(k) Plan equal to 30% of the partici-
pant’s contributions on up to 8% of their annual compensation.
This percentage contribution by us is discretionary and may
change in future years. Any contributions by us are made
directly to the 401(k) Plan and are made in cash and invested 
in an age appropriate retirement fund for each participant;
however, participants may immediately reinvest our contribu-
tion into other investment alternatives provided by the 401(k)
Plan. Effective April 1, 2002, a participant becomes fully
vested in the 401(k) Plan contributions we made on his 
on her behalf on the third anniversary of the participant’s
employment date. At January 1, 2004, the 401(k) Plan year
was changed to a calendar year basis.

(In mil l ions) 2004 2003 2002

401(k) company contribution $4.7 $4.7 $3.9

TESOP Portion of the 401(k) Plan: On July 31, 1990, the
trustee of the 401(k) Plan borrowed $100.0 million at an 
interest rate of 9.34%; this amount was paid off on June 30,
2000 (“TESOP Notes”). The 401(k) Plan trustee used the pro-
ceeds from the 1990 issuance of the TESOP Notes to pur-
chase from us 100,000 shares of TESOP Preferred Stock at 
a price of $1,000 per share. In December 1994, the 401(k)
Plan entered into an agreement with an unrelated third-party
to refinance up to $16.7 million of the TESOP Notes in a
series of six annual notes (the “Refinanced Notes”), beginning
December 30, 1994. As of December 31, 1999, the 401(k)
Plan had borrowed all of the $16.7 million for the refinancing
of the TESOP Notes. As of December 31, 2002, the 401(k)
Plan had repaid all of the Refinanced Notes. Dividend pay-
ments and contributions received by the 401(k) Plan from 
us were used to repay the indebtedness.

Each share of TESOP Preferred Stock was convertible into
87.072 shares of our common stock. The annual cumulative
dividend on TESOP Preferred Stock was $75.00 per share,
payable semiannually. Because we had guaranteed the 
repayment of the Refinanced Notes, the indebtedness of the
401(k) Plan was recognized as a liability in the accompanying
Consolidated Balance Sheets. An offsetting charge was made
in the stockholders' equity section of the 2001 Consolidated
Balance Sheet to reflect unearned compensation related to 
the 401(k) Plan. On December 31, 2002, all shares of TESOP
Preferred Stock were converted into our common stock and 
all unearned compensation related to the Plan was recog-
nized as of that date.
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Compensation and interest expense related to the 401(k) 
Plan before the reduction for the allocation of dividends are
presented below for each year ended December 31:  

( In mil l ions) 2004 2003 2002

Compensation expense $ – $ – $4.3

Accrued additional contribution – – 4.1

Interest expense – – 0.2

The last allocation of TESOP Preferred Stock to participants
was made as of the 401(k) Plan year ended March 31, 2003,
and was based on the total debt service made on the indebt-
edness. As shares of the TESOP Preferred Stock were 
allocated to 401(k) Plan participants, compensation expense
was recorded and unearned compensation was reduced.
Interest expense on the Refinanced Notes was also recog-
nized as a cost of the 401(k) Plan. The compensation 
component of the 401(k) Plan expense was reduced by 
the amount of dividends accrued on the TESOP Preferred
Stock, with any dividends in excess of the compensation
expense reflected as a reduction of interest expense.

Contributions made by us to the 401(k) Plan for the year
ended December 31, 2002, totaled $4.0 million. Dividends
paid on the TESOP Preferred Stock were $4.5 million.

As of December 31, 2002, all of the original 100,000 shares 
of TESOP Preferred Stock were converted into 5.1 million
shares of our common stock and allocated to participants’
accounts in the 401(k) Plan. 

N O T E  2 1 Treasury Stock Repurchase Program

In February 2003, our Board of Directors authorized a repur-
chase program for 15.0 million shares, which was in addition
to our 25.0 million share repurchase program that was com-
pleted during the second quarter of 2003. The 15.0 million
share repurchase program has no expiration date and allows
shares to be repurchased in the open market. We repur-
chased 6.9 million shares of our common stock for $210.9
million for the year ended December 31, 2004, under the 
15.0 million share repurchase program. The funding required
for these repurchases came from cash generated from net
sales and operating revenues and cash and cash equivalents. 
We also repurchase shares in the open market to offset the
sales of shares to our employee benefit plans. At February 
18, 2005, there were 2.5 million shares available to be 
repurchased under the 15.0 million share repurchase program.

On February 25, 2005, our Board of Directors approved a 
new share repurchase program. This new program authorizes
management to repurchase up to $250 million in open market
purchases and has no expiration date.

N O T E  2 2 Preferred Share Purchase Rights

In July 1999, we amended and restated a stockholder rights
plan which declared a dividend of one right for each out-
standing share of our common stock. The rights plan, as
amended and restated, will expire on July 26, 2009.  The
rights are currently represented by our common stock cer-
tificates. When the rights become exercisable, they will
entitle each holder to purchase 1/10,000th of a share of our
Series A Junior Participating Preferred Stock for an exercise
price of $250 (subject to adjustment). The rights will
become exercisable and will trade separately from the com-
mon stock only upon the date of public announcement that
a person, entity or group (“Person”) has acquired 15% or
more of our outstanding common stock without the con-
sent or approval of the disinterested directors (“Acquiring
Person”) or ten days after the commencement or public
announcement of a tender or exchange offer which would
result in any Person becoming an Acquiring Person. In the
event that any Person becomes an Acquiring Person, the
rights will be exercisable for 60 days thereafter for our com-
mon stock with a market value (as determined under the
rights plan) equal to twice the exercise price.  In the event
that, after any Person becomes an Acquiring Person, we
engage in certain mergers, consolidations, or sales of assets
representing 50% or more of our assets or earning power
with an Acquiring Person (or Persons acting on behalf of or
in concert with an Acquiring Person) or in which all holders
of common stock are not treated alike, the rights will be
exercisable for common stock of the acquiring or surviving
company with a market value (as determined under the
rights plan) equal to twice the exercise price. The rights will
not be exercisable by any Acquiring Person. The rights are
redeemable at a price of $0.01 per right prior to any Person
becoming an Acquiring Person or, under certain circum-
stances, after a Person becomes an Acquiring Person.

N O T E  2 3 Dividends Declared

We declared dividends of $0.25, $0.25 and $0.22 for the
years 2004, 2003 and 2002, respectively. Dividends declared
in 2002 and thereafter have been paid annually in December.
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N O T E  2 4 Product Sales Information

Our net sales and operating revenues are summarized by groups of similar products and services as follows:

Net Sales and Operating Revenues

Year Ended December 31,

( In mil l ions) 2004 2003 2002

Wireless $1,636.0 33.8% $1,335.8 28.7% $1,164.8 25.4%

Accessory 1,009.4 20.8 1,018.9 21.9 1,013.1 22.1

Modern home 700.3 14.5 812.9 17.5 973.4 21.3

Personal electronics 653.3 13.5 615.9 13.2 588.1 12.9

Power 312.0 6.4 312.4 6.7 296.4 6.5

Service 210.7 4.4 227.7 4.9 207.2 4.5

Technical 204.2 4.2 216.2 4.7 229.4 5.0

Retail support operations, service plans, and other 115.3 2.4 109.5 2.4 104.8 2.3

Net sales and operating revenues $4,841.2 100.0% $4,649.3 100.0% $4,577.2 100.0%

N O T E  2 5 Quarterly Data (Unaudited)

As our operations are predominantly retail oriented, our business is subject to seasonal fluctuations, with the fourth quarter
being the most significant in terms of sales and profits because of the winter holiday selling season.

Three Months Ended                   

( In mil l ions, except per share amounts) March 31 June 30 Sept. 30 Dec. 31

Year ended December 31, 2004:

Net sales and operating revenues $ 1,092.6 $1,053.8 $1,101.5 $1,593.3(1)

Cost of products sold 539.6 514.2 544.7 808.2
Gross profit 553.0 539.6 556.8 785.1

SG&A expense 412.9 402.2 415.2 544.5(2)

Depreciation and amortization 24.1 24.8 24.4 28.1
Total operating expenses 437.0 427.0 439.6 572.6

Operating income 116.0 112.6 117.2 212.5

Interest income 1.5 2.7 1.7 5.5
Interest expense (7.4) (7.1) (6.5) (8.6)
Other income, net – 2.0 – –

Income before income taxes 110.1 110.2 112.4 209.4

Provision for income taxes 41.8 41.9 42.7 78.5

Net income $ 68.3 $ 68.3 $ 69.7 $ 130.9

Net income available per common share:
Basic $ 0.42 $ 0.42 $ 0.44 $ 0.82
Diluted $ 0.41 $ 0.42 $ 0.43 $ 0.81

Shares used in computing earnings per common share: 
Basic 163.0 161.7 160.0 159.3
Diluted 165.1 163.2 161.0 160.7

(1) During the fourth quarter of 2004 we received $8.4 million from the restructuring of our extended service contract. 
(2) Additionally, during the fourth quarter of 2004 we recognized the benefit of $6.5 million from adjustments to our sales tax reserves.
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Three Months Ended

(In mil l ions, except per share amounts) March 31 June 30 Sept.  30 Dec. 31

Year ended December 31, 2003:

Net sales and operating revenues $1,070.3 $1,025.0 $1,063.6 $1,490.4

Cost of products sold 542.9 503.8 530.9 756.0

Gross profit 527.4 521.2 532.7 734.4

SG&A expense 407.8 406.6 421.4 504.2

Depreciation and amortization 22.6 22.9 23.3 23.2

Total operating expenses 430.4 429.5 444.7 527.4

Operating income 97.0 91.7 88.0 207.0

Interest income 1.5 8.0 1.9 1.4

Interest expense (9.6) (9.8) (8.7) (7.6)

Other income, net 2.4 0.7 8.9 –

Income before income taxes 91.3 90.6 90.1 200.8

Provision for income taxes 34.7 33.1 33.0 73.5

Net income $ 56.6 $ 57.5 $ 57.1 $ 127.3

Net income available per common share:
Basic $ 0.33 $ 0.34 $ 0.34 $ 0.77

Diluted $ 0.33 $ 0.34 $ 0.34 $ 0.77

Shares used in computing earnings per common share: 
Basic 171.4 168.9 166.1 164.5

Diluted 171.8 169.8 167.6 166.3

The sum of the quarterly net incomes available per common share amounts may not total to each full year amount, since these computations are made 

independently for each quarter and for the full year and take into account the weighted average number of common stock equivalent shares outstanding 

for each period, including the effect of dilutive securities for that period.



(Dol lars and shares in mil l ions, except per share amounts, Year Ended December 31,

rat ios, locations and square footage) 2004 2003 2002 2001 2000

Statements of Income Data
Net sales and operating revenues $4,841.2 $4,649.3 $4,577.2 $4,775.7 $4,794.7

Operating income $ 558.3 $ 483.7 $ 425.4 $ 359.3 $ 629.7

Net income $ 337.2 $ 298.5 $ 263.4 $ 166.7 $ 368.0

Net income available per common share:

Basic $ 2.09 $ 1.78 $ 1.50 $ 0.88 $ 1.94

Diluted $ 2.08 $ 1.77 $ 1.45 $ 0.85 $ 1.84

Shares used in computing earnings per common share:

Basic 161.0 167.7 173.0 183.8 187.3

Diluted 162.5 168.9 179.3 191.2 197.7

Gross profit as a percent of sales 50.3% 49.8% 48.9% 48.1% 49.4%

SG&A expense as a percent of sales 36.7% 37.4% 37.8% 35.9% 34.1%

Operating income as a percent of sales 11.5% 10.4% 9.3% 7.5% 13.1%

Balance Sheet Data
Inventories $1,003.7 $ 766.5 $ 971.2 $ 949.8 $1,164.3

Total assets $2,516.7 $2,243.9 $2,227.9 $2,245.1 $2,576.5

Working capital $ 817.7 $ 808.5 $ 878.7 $ 887.9 $ 585.8

Capital structure:

Current debt $ 55.6 $ 77.4 $ 36.0 $ 105.5 $ 478.6

Long-term debt $ 506.9 $ 541.3 $ 591.3 $ 565.4 $ 302.9

Total debt $ 562.5 $ 618.7 $ 627.3 $ 670.9 $ 781.5

Total debt, net of cash and cash equivalents $ 124.6 $ (16.0) $ 180.8 $ 269.5 $ 650.8

Stockholders’ equity $ 922.1 $ 769.3 $ 728.1 $ 778.1 $ 880.3

Total capitalization (1) $1,484.6 $1,388.0 $1,355.4 $1,449.0 $1,661.8

Long-term debt as a % of total capitalization (1) 34.1% 39.0% 43.6% 39.0% 18.2%

Total debt as a % of total capitalization (1) 37.9% 44.6% 46.3% 46.3% 47.0%

Book value per common share at year end $ 5.83 $ 4.73 $ 4.24 $ 4.40 $ 4.74

Financial Ratios
Return on average stockholders’ equity 39.9% 39.9% 35.0% 20.1% 43.0%

Return on average assets 14.2% 13.4% 11.8% 6.9% 15.6%

Annual inventory turnover 2.7 2.7 2.4 2.3 2.4

Other Data
Dividends declared per common share $ 0.250 $ 0.250 $ 0.220 $ 0.165 $ 0.220

Dividends paid per common share $ 0.250 $ 0.250 $ 0.220 $ 0.220 $ 0.220

Capital expenditures $ 229.4 $ 189.6 $ 106.8 $ 139.2 $ 119.6

Number of retail locations at year end 7,433 7,051 7,213 7,373 7,199

Average square footage per company-operated store 2,529 2,450 2,400 2,350 2,300

Comparable company store sales increase (decrease) 3% 2% (1%) 1% 11%

Shares outstanding 158.2 162.5 171.7 176.8 185.8

(1) Capitalization is defined as total debt plus total stockholders’ equity.

This table should be read in conjunction with MD&A and the Consolidated Financial Statements and related Notes.

Selected Financial Data (Unaudited)
RadioShack Corporation and Subsidiaries
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Common Stock Information

Trading Price Range and Dividends

Company Information  
RadioShack Corporation and Subsidiaries

Corporate Offi ces
300 RadioShack Circle
Fort Worth,Texas 76102
(817) 415-3700

Annual Meeting
10 a.m., May 19, 2005
RadioShack Corporation
Fort Worth,Texas 76102

Common Stock
Transfer Agent and Registrar:
EquiServe Trust Company, N.A.
P.O. Box 43010
Providence, RI 02940-3010
888-218-4374 or 781-575-3170
http://www.equiserve.com

Stock Exchange Listing
New York Stock Exchange
Common Stock
(Ticker Symbol “RSH”)

Independent Auditors
PricewaterhouseCoopers LLP
Fort Worth,Texas

Direct Stock Purchase and 
Dividend Reinvestment Plan
“RadioShack Shares” direct stock
purchase and dividend reinvestment
plan provides a low-cost, convenient 
way for prospective and existing 
investors to purchase shares of 
RadioShack common stock. The 
plan administrator for RadioShack 
Shares is EquiServe Trust Company, 
N.A. A prospectus and information 
package may be obtained by calling 
866-725-0781, toll free.

Investor Relations
RadioShack Corporation’s 2004
Annual Report on Form 10-K along 
with other documents may be 
obtained without charge by writing:
RadioShack Corporation
Investor Relations Department
300 RadioShack Circle
MS CF3-227
Fort Worth,Texas 76102
or by telephone: 817-415-3022
or via the Internet at:
http://www.radioshackcorporation.com

RadioShack Corporation is an Equal 

Opportunity Employer. 

Printed in the U.S.A.

RadioShack has included as Exhibit 31 to its Annual Report on Form 10-K for fi scal year 2004 fi led with the Securities and Exchange Commission certifi cates of the Chief 

Executive Offi cer and Chief Financial Offi cer of RadioShack certifying, among other things, the quality of RadioShack’s public disclosure. RadioShack has submitted to 

the New York Stock Exchange a certifi cate of the Chief Executive Offi cer of RadioShack certifying that he is not aware of any violation by RadioShack of New York Stock 

Exchange corporate governance listing standards. A copy of RadioShack’s annual report fi led with the Securities and Exchange Commission (Form 10-K) will be furnished 

without charge to any stockholder upon written request to the address listed under “Investor Relations,” above.

     Quarter Ended Quarter Ended Quarter Ended Quarter Ended

     March 31, June 30, September 30, December 31,

(Per share)   2004   2003  2004    2003   2004    2003 2004   2003

 High   $36.24  $22.65  $33.73 $27.00        $31.27  $31.62 $34.06  $32.48

 Low   28.86  18.74  28.28  21.45        26.04  25.37 28.09  27.90

 Close   33.16  22.29  28.63  26.31        28.64  28.41 32.88  30.68  

 Dividends declared  –  –  – –       0.25  – –  0.25

 Stockholders and nominees of record          28,537  25,652

The common stock prices are based on the reported high, low and closing sale prices reported in the composite transactions quotations of consolidated tracking for

issues on the New York Stock Exchange.
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Board of Directors

FRANK J. BELATTI
Chairman and CEO
AFC Enterprises, Inc. 
Atlanta,Georgia
Member of Audit and
Compliance Committee

Member of Management
Development and
Compensation Committee

RICHARD J. HERNANDEZ
Retired President
McKesson Corporate Solutions
McKesson Corporation
Alpharetta,Georgia
Member of Corporate
Governance Committee

Member of Audit and
Compliance Committee

DANIEL R. FEEHAN
President and CEO
Cash America International, Inc. 
Fort Worth,Texas
Member of Audit and
Compliance Committee

Member of Corporate
Governance Committee

ROBERT S. FALCONE
President and CEO
Catalyst Acquisition Group
McLean, Virginia
Member of Corporate
Governance Committee

Member of Management
Development and
Compensation Committee

RONALD E. ELMQUIST
Consultant
Dallas,Texas
Member of Audit and 
Compliance Committee

Member of Management
Development and
Compensation Committee

H. EUGENE LOCKHART
Venture Partner
Oak Investment Partners 
Westport, Connecticut
Member of Audit and
Compliance Committee

Member of Management
Development and
Compensation Committee

GARY M. KUSIN
President and CEO
FedEx Kinko’s
Dallas, Texas
Member of Management
Development and
Compensation Committee

ROBERT J. KAMERSCHEN
Retired Chairman and CEO
ADVO, Inc.
New Canaan, Connecticut
Chair of Management
Development and
Compensation Committee

Member of Executive Committee

LAWRENCE V. JACKSON
Senior Vice President of People
Wal-Mart Stores, Inc.
Bentonville, Arkansas
Member of Corporate
Governance Committee

Member of Management
Development and
Compensation Committee

EDWINA D. WOODBURY
President and CEO
The Chapel Hill Press, Inc. 
Chapel Hill, North Carolina
Chair of Audit and
Compliance Committee

Member of Executive Committee

THOMAS G. PLASKETT
Chairman 
Fox Run Capital Associates
Irving,Texas
Presiding Director

Chair of Corporate
Governance Committee

Member of Executive Committee

WILLIAM G. MORTON, JR.
Director and Advisor
Non-Profi t Director and Trustee 
Boston, Massachusetts
Member of Corporate
Governance Committee

JACK L. MESSMAN
Chairman, President and CEO
Novell, Inc.
Waltham, Massachusetts
Member of Corporate
Governance Committee

Member of Management
Development and
Compensation Committee

DAVID J. EDMONDSON
President, Chief Operating Offi cer 
and CEO - Elect
RadioShack Corporation
Fort Worth,Texas
Member of Executive Committee

LEONARD H. ROBERTS
Chairman and CEO
RadioShack Corporation
Fort Worth,Texas
Chair of Executive Committee

R A D I O S H A C K  C O R P O R AT I O N :  
Based in Fort Worth, Texas, RadioShack (NYSE: 

RSH) is the nation’s most trusted consumer 

electronics specialty retailer and a growing provider 

of a variety of retail support services. The company 

operates through a vast network of over 7,000 sales 

outlets, including company-owned stores in the 

U.S., dealer stores, stores in Mexico, and kiosks. 

RadioShack’s knowledgeable and helpful sales 

associates deliver convenient product and service 

solutions within an estimated fi ve minutes of where 

94 percent of all Americans either live or work. 

To learn more about RadioShack products and 

services or to purchase items online, please visit 

www.radioshack.com 

Statements made in this annual report, which 

are forward-looking statements, involve risks and 

uncertainties about the fi nancial condition and 

prospects of RadioShack Corporation. For more 

information, please see page 32, Factors That 

May Affect Future Results.

S O L U T I O N S  S T R AT E G Y:  

To dominate cost-effective solutions to meet 

everyone’s routine electronics needs and families’ 

distinct electronics wants.



300 RadioShack Circle 

MS CF3-227

Fort Worth, TX  76102

www.radioshackcorporation.com

www.radioshack.com
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